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THE XML COMPANY

ARTICLES OF ASSOCIATION of software ag

1. GENERAL PROVISIONS
Paragraph 1
The company is hamed
“Software Aktiengeselischaft.”

Its registered office is in Darmstadt.

Paragraph 2

The company’s objects are the business utilization of data processing programs and all
other products in the area of data processing.

The company can take all actions which are appropriate to achieve its objects. It can
establish other businesses and can acquire, and acquire participations in, other
enterprises of a similar or related nature.

Paragraph 3

The company’s financial year is the calendar year.

Paragraph 4

The company publishes its notices in the electronic Federal Gazette only, to the extent
that mandatory statutory provisions do not prescribe another form of publication.

13 May 2005 page 1 of 7
(in accordance with the resolution of the General Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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THE XML COMPANY

II1. SHARE CAPITAL AND SHARES
Paragraph 5

The share capital amounts to €81,800,256.
It is divided into 27,266,752 no par bearer shares.

The share capital is nominal up to €3,356,886, divided into up to 1,118,962 no par
bearer shares, conditionally increased. The conditional capital increase serves the
granting of subscription rights to members of the Executive Board and senior executives
of Software AG and its associated enterprises in accordance with the resolution passed by
the General Shareholders’ Meeting on September 21, 1998. The conditional capital
increase is only implemented insofar as the members of the Executive Board and the
senior executives of Software AG and its associated enterprises to whom options were
granted exercise their subscription rights. The new shares participate in profits from the
beginning of the financial year in which they are created by the issue of the subscription
shares.

The registered share capital is to be conditionally increased up to a nominal amount of
EUR 3,000,000, divided into up to 1,000,000 no par bearer shares. The conditional
capital increase serves the granting of subscription rights to members of the Executive
Board and senior executives of Software AG and its associated enterprises in accordance
with the resolution passed by the General Shareholders’ Meeting on April 27, 2001. The
conditional capital increase is only implemanted insofar as these beneficiaries to whom
options were granted exercise their subscription rights. The new shares participate in
profits from the beginning of the financial year in which they are created by the issue of
the subscription shares.

The registered share capital shall be conditionally increased by up to an additional
nominal amount of EUR 33,000,000, divided into 11,000,000 bearer shares each having
a notional amount of the registered share capital of EUR 3. The conditional capital
increase will be carried out only to the extent that the holders of the warrants from the
option bonds or of the conversion rights from the convertible bonds, which are issued by
Software AG or a wholly-owned direct or indirect subsidiary of Software AG on the basis
of the authorization approved by the General Shareholders' Meeting of May 13, 2005,
exercise their option or conversion rights or satisfy an option duty or a conversion duty
(also in the event the company exercises its right of election). The new shares will have
dividend rights beginning in the financial year in which they are created. The Executive
Board is authorized, subject to the consent of the Supervisory Board, to stipulate
additional details concerning the execution of the conditional capital increase.

13 May 2005 page 2 of 7
(in accordance with the resolution of the General Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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The Executive Board is authorized to increase the company’s registered share capital
once or several times in the period through 27 April 2006 with the consent of the
Supervisory Board by a total of up to EUR 37,989,108 by issuing up to 12,663,036 new
no par bearer shares against cash and/or contributions in kind (authorized capital). The
Executive Board may exclude the subscription rights of the shareholders only in the
following cases:

(1) The Executive Board is empowered to exclude fractional amounts from the
shareholders’ subscription rights.

(2) The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude the subscription rights of the shareholders to a nominal amount
totaling €6,503,358 to permit the new shares to be offered to employees of the
company and its associated enterprises as defined in Paragraphs 15 ff. German
Stock Corporation Act (“Aktiengesetz”) as part of an employee participation plan.
The new shares can also be take over by a German bank subject to the provision
that they can only be acquired by entitled employees, in accordance with the
company’s instructions.

(3) The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude subscription rights in case of capital increase in exchange for
subscriptions in kind which serve the acquisition of participations in whole or in
part of enterprises or of acquisition of an interest in such enterprises.

(4) The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude subscription rights in case of capital increase in exchange for
subscriptions in kind, if the capital increase based on this authorization passed by
resolution does not exceed 10% of the share capital at the time of first
exploitation of this authorization, and if the issue price does not essentially exceed
the stock exchange value.

Paragraph 6

The Executive Board will determine the form the share certificates, profit-participation
and renewal coupons will take. The shareholder’s claim to evidenced shares is excluded.

13 May 2005 page 3 of 7
(in accordance with the resolution of the General Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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THE XML COMPANY

III. BOARD OF MANAGEMENT

Paragraph 7

The Executive Board will comprise several members. The number of members of the
Executive Board is determined by the Supervisory Board. The Supervisory Board can also
appoint alternate members of the Executive Board and issue standing orders for the
Executive Board.

Paragraph 8

The company is represented by two members of the Executive Board jointly or by one
member of the Executive Board together with an authorized signatory.

The Supervisory Board may, by special resolution, authorize representation by one
person in certain circumstances. In addition, it may release a member of the Executive
Board from the restrictions prescribed by Paragraph 181 BGB (German Civil Code) by
special resolution.

IV. SUPERVISORY BOARD

Paragraph 9
The Supervisory Board consists of six members.

Each member of the Supervisory Board can resign his appointment after giving one
month’s notice, with or without an important reason.

The General Shareholders’ Meeting shall appoint members of the Supervisory Board with
respect to whom it is not bound to vote in accordance with any nomination, for a term of
office that ends no later than in the year in which the General Shareholders’ Meeting is
held following the Supervisory Board member’s reaching 70th years of age.

Paragraph 10

The period of office of the Chairman of the Supervisory Board and his Deputy depends on
their current periods of office as members of the Supervisory Board. Re-election is
permissible if the member concerned is re-appointed as a member of the Supervisory
Board.

13 May 2005 page 4 of 7
(in accordance with the resolution of the General Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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THE XML COMPANY

Paragraph 11

The Supervisory Board has a quorum to pass resolutions when its members have been
invited, in writing posted to their last known addresses, and a minimum of three
members, including the Chairman or his Deputy, are present. The Chairman of the
Supervisory Board, or his Deputy, will chair the meeting. The Chairman of the particular
meeting will decide on the manner of voting.

Supervisory Board resolutions will be passed by simple majorities. In case of a deadlock,
the Chairman of the particular meeting has a tie-breaking vote - in the case of
appointments, lots will be drawn.

The Supervisory Board may also hold meetings or vote in writing, by phone or other
means of telecommunication, without a meeting having been convened, if the Chairman
or Deputy Chairman issues instructions for passing resolutions in that form and no
member of the Supervisory Board objects to this procedure.

Supervisory Board declarations of intention will be issued in the name of the Supervisory
Board by its Chairman or a member authorized by him to do so.

Paragraph 12

The Executive Board may only implement certain business transactions with the prior
approval of the Supervisory Board. These transactions are specified in the by-laws for the
Executive Board.

The Supervisory Board is empowered to pass resolutions on changes to the articles of
association which relate only to the wording thereof.

Paragraph 13
The Chairman or his Deputy convenes the Supervisory Board’s meetings, complying with
a one-week period of notice, and, if possible, giving information on the agenda.
Paragraph 14
Members of the Supervisory Board will receive, in addition to refunds of their expenses, a

fixed amount of remuneration (payable after the end of the financial year) which will be
decided upon each year by the General Shareholders’ Meeting.

V. GENERAL SHAREHOLDERS' MEETING
Paragraph 15

13 May 2005 page 5 of 7
{in accordance with the resolution of the General Sharzholder’s Meeting of 13 May 2005 amending the articles
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THE XML COMPANY

The General Shareholders’ Meeting which resolves on the approval of the actions of the
Executive Board and the Supervisory Board, the appropriation of the profit, the
appointment of the auditors of the annual financial statements and, if appropriate, the
approval of the annual financial statements, will take place within the first six months of
each financial year.

Paragraph 16

The General Shareholders’ Meeting will be convened by the Executive Board. Invitations
to this meeting must be published in the Federal Gazette at least one month before the
deposit date (§ 17, subparagraph 3); the calculation of the period of notice does not
include the day on which the invitation is published or the last day for registering shares.

The General Shareholders’ Meeting will be held at the company’s registered office or at
the location of a German Stock Exchange.

Paragraph 17

Those shareholders who have, during business hours, deposited their shares with the
company, a German notary, a bank for central depositing of securities, or such other
agent as designated in the convocation, and leave such shares deposited until the close
of the General Shareholders’ Meeting shall be entitled to participate and exercise their
voting rights in the General Shareholders’ Meeting. The shares will also be deemed
deposited at one of the aforementioned agents if, with the consent of the depositary
agent, the shares are held for said agent in a blocked account at a financial institution
until the end of the Genera! Shareholders Meeting.

The shares must be deposited no later than by the seventh day prior to the date of the
General Shareholders’ Meeting. If this date falls on a Sunday, a Saturday or on a
generally recognized holiday in the jurisdiction where the shares are being deposited, the
shares must be deposited no later than on the preceding working day.

In the event the shares have been deposited with a German notary or at a bank for
central depositing of securities, the certification to be issued therefore must be filed with
the company no later than on the first working day, Saturday excepted, after expiration
of the deadline for deposit.

If the company appoints proxies to exercise the voting rights, the proxy form may be
issued either in writing or by electronic means, as the latter is specified by the company.
The details for issuing such proxy forms will be published in the company gazettes
together with the convocation of the General Shareholders’ Meeting.

13 May 2005 page 6 of 7
(in accordance with the resolution of the General Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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Paragraph 18

The General Shareholders’ Meeting will be chaired by the Chairman of the Supervisory
Board or his Deputy or another member of the Supervisory Board. If no member of the
Supervisory Board is present or willing to act as Chairman of the meeting, the oldest
shareholder present at the General Shareholders’ Meeting will open the meeting and will
arrange for the meeting to elect a Chairman of the meeting.

The Chairman of the meeting will decide on the basis of the statutory provisions the
procedure of the General Shareholders’ Meeting, especially the order of the matters on
the agenda, and how voting will be carried out.

Paragraph 19

Resolutions by the General Shareholders’ Meeting will be passed by simple majorities of
votes cast unless the law stipulates a majority of capital shareholdings as well as a
majority of votes cast, in which case resolutions will be passed by simple majorities of
votes cast and by simple majorities of capital shareholdings represented when the
resolution is passed. If the law requires special voting majorities, the requirement to
comply with that special voting majority will not be affected by the above.

If votes cast (for or against) are equal, the motion is held to have been rejected.

V1. APPROPRIATION OF THE PROFIT FOR THE YEAR
Paragraph 20

If the Executive Board and the Supervisory Board approve the annual financial
statements, they may transfer up to 100% of the net profit for the year - after deducting
the amount which must be transferred to the legal reserve and any loss carry-forwards
there may be - to other revenue reserves, provided the other reserves do not exceed
one half of the share capital, or if they would not exceed that amount after the transfer.

13 May 2005 page 7 of 7
(in accordance with the resolution of the Genera! Shareholder’s Meeting of 13 May 2005 amending the articles
of association)
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THE XML COMPANY

ARTICLES OF ASSOCIATION of software ag

' GENERAL PROVISIONS
Paragraph 1
The company is named
“"Software Aktiengesellschaft.”

Its registered office is in Darmstadt.

Paragraph 2

The company’s objects are the business utilization of data processing programs and all
other products in the area of data processing.

The company can take all actions which are appropriate to achieve its objects. It can
establish other businesses and can acquire, and acquire participations in, other
enterprises of a similar or related nature.

Paragraph 3

The company’s financial year is the calendar year.
Paragraph 4

The company publishes its notices in the electronic Federal Gazette only, to the extent
that mandatory statutory provisions do not prescribe another form of publication.

29. April 2003 Seite 1 von 7
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1I. SHARE CAPITAL AND SHARES
Paragraph 5

The share capital amounts to €81,800,256.
It is divided into 27,266,752 no par bearer shares.

The share capital is nominal up to €3,35€,886, divided into up to 1,118,962 no par
bearer shares, conditionally increased. The conditional capital increase serves the
granting of subscription rights to members of the Executive Board and senior executives
of Software AG and its associated enterprises in accordance with the resolution passed by
the General Shareholders’ Meeting on September 21, 1998. The conditional capital
increase is only implemented insofar as the members of the Executive Board and the
senior executives of Software AG and its associated enterprises to whom options were
granted exercise their subscription rights. The new shares participate in profits from the
beginning of the financial year in which they are created by the issue of the subscription
shares.

The registered share capital is to be conditionally increased up to a nominal amount of
EUR 3,000,000, divided into up to 1,000,000 no par bearer shares. The conditional
capital increase serves the granting of subscription rights to members of the Executive
Board and senior executives of Software AG and its associated enterprises in accordance
with the resolution passed by the General Shareholders’ Meeting on April 27, 2001. The
conditional capital increase is only implemented insofar as these beneficiaries to whom
options were granted exercise their subscription rights. The new shares participate in
profits from the beginning of the financial year in which they are created by the issue of
the subscription shares.

The registered share capital shall be conditionally increased by up to an additional
nominal amount of EUR 36,000,000, divided into 12,000,000 bearer shares each having
a notional amount of the registered share capital of EUR 3. The conditional capital
increase will be carried out only to the extent that the holders of the warrants from the
option bonds or of the conversion rights from the convertible bonds, which are issued by
Software AG or a wholly-owned direct or indirect subsidiary of Software AG on the basis
of the authorization approved by the General Shareholders' Meeting of April 30, 2004,
exercise their option or conversion rights or satisfy an option duty or a conversion duty
(also in the event the Company exercises its right of election). The new shares will have
dividend rights beginning in the fiscal year in which they are created. The Executive
Board is authorized, subject to the consent of the Supervisory Board, to stipulate
additional details concerning the execution of the conditional capital increase.

29. April 2003 Seite 2 von 7
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The Executive Board is authorized to increase the company’s registered share capital
once or several times in the period through 27 April 2006 with the consent of the
Supervisory Board by a total of up to EUR 37,989,108 by issuing up to 12,663,036 new
no par bearer shares against cash and/or contributions in kind (authorized capital). The
Executive Board may exclude the subscription rights of the shareholders only in the
following cases:

(1)
(2)

(3)

(4)

The Executive Board is empowered to exclude fractional amounts from the
shareholders’ subscription rights.

The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude the subscription rights of the shareholders to a nominal amount
totaling €6,503,358 to permit the new shares to be offered to employees of the
company and its associated enterprises as defined in Paragraphs 15 ff. German
Stock Corporation Act ("Aktiengesetz”) as part of an employee participation plan.
The new shares can also be take over by a German bank subject to the provision
that they can only be acquired by entitled employees, in accordance with the
company’s instructions.

The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude subscription rights in case of capital increase in exchange for
subscriptions in kind which serve the acquisition of patticipations in whole or in
part of enterprises or of acquisition of an interest in such enterprises.

The Executive Board is empowered (with the prior approval of the Supervisory
Board) to exclude subscription rights in case of capital increase in exchange for
subscriptions in kind, if the capital increase based on this authorization passed by
resolution does not exceed 10% of the share capital at the time of first
exploitation of this authorization, and if the issue price does not essentially exceed
the stock exchange value.

Paragraph 6

The Executive Board will determine the form the share certificates, profit-participation
and renewal coupons will take. The shareholder’s claim to evidenced shares is excluded.

29. April 2003 Seite 3 von 7
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III. BOARD OF MANAGEMENT

Paragraph 7

The Executive Board will comprise several members. The number of members of the
Executive Board is determined by the Supervisory Board. The Supervisory Board can also
appoint alternate members of the Executive Board and issue standing orders for the
Executive Board.

Paragraph 8

The company is represented by two members of the Executive Board jointly or by one
member of the Executive Board together with an authorized signatory.

The Supervisory Board may, by special resolution, authorize representation by one
person in certain circumstances. In addition, it may release a member of the Executive
Board from the restrictions prescribed by Paragraph 181 BGB (German Civil Code) by
special resolution.

IV. SUPERVISORY BOARD

Paragraph 9
The Supervisory Board consists of six members.

Each member of the Supervisory Board can resign his appointment after giving one
month’s notice, with or without an important reason.

The General Shareholders’ Meeting shall appoint members of the Supervisory Board with
respect to whom it is not bound to vote in accordance with any nomination, for a term of
office that ends no later than in the year in which the General Shareholders’ Meeting is
held following the Supervisory Board member’s reaching 70th years of age.

Paragraph 10
The period of office of the Chairman of the Supervisory Board and his Deputy depends on
their current periods of office as members of the Supervisory Board. Re-election is

permissible if the member concerned is re-appointed as a member of the Supervisory
Board.

29. April 2003 Seite 4 von 7
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Paragraph 11

The Supervisory Board has a quorum to pass resolutions when its members have been
invited, in writing posted to their last known addresses, and a minimum of three
members, including the Chairman or his Deputy, are present. The Chairman of the
Supervisory Board, or his Deputy, will chair the meeting. The Chairman of the particular
meeting will decide on the manner of voting.

Supervisory Board resolutions will be passed by simple majorities. In case of a deadlock,
the Chairman of the particular meeting has a tie-breaking vote - in the case of
appointments, lots will be drawn.

The Supervisory Board may also hold meetings or vote in writing, by phone or other
means of telecommunication, without a meeting having been convened, if the Chairman
or Deputy Chairman issues instructions for passing resolutions in that form and no
member of the Supervisory Board objects to this procedure.

Supervisory Board declarations of intention will be issued in the name of the Supervisory
Board by its Chairman or a member authorized by him to do so.

Paragraph 12
The Executive Board may only implement certain business transactions with the prior
approval of the Supervisory Board. These transactions are specified in the by-laws for the
Executive Board.
The Supervisory Board is empowered to pass resolutions on changes to the articles of
association which relate only to the wording thereof.
Paragraph 13
The Chairman or his Deputy convenes the Supervisory Board’s meetings, complying with
a one-week period of notice, and, if possible, giving information on the agenda.
Paragraph 14
Members of the Supervisory Board will receive, in addition to refunds of their expenses, a

fixed amount of remuneration (payable after the end of the financial year) which wiil be
decided upon each year by the General Shareholders’ Meeting.

V. GENERAL SHAREHOLDERS’ MEETING

Paragraph 15

29. April 2003 Seite 5 von 7
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The General Shareholders’ Meeting which resolves on the approval of the actions of the
Executive Board and the Supervisory Board, the appropriation of the profit, the
appointment of the auditors of the annual financial statements and, if appropriate, the
approval of the annual financial statements, will take place within the first six months of
each financial year.

Paraqraph 16

The General Shareholders’ Meeting will be convened by the Executive Board. Invitations
to this meeting must be published in the Federal Gazette at least one month before the
deposit date (§ 17, subparagraph 3); the calculation of the period of notice does not
include the day on which the invitation is published or the last day for registering shares.

The General Shareholders’ Meeting will be held at the company’s registered office or at
the location of a German Stock Exchange.

Paragraph 17

Those shareholders who have, during business hours, deposited their shares with the
company, a German notary, a bank for cantral depositing of securities, or such other
agent as designated in the convocation, and leave such shares deposited until the close
of the General Shareholders’ Meeting shall be entitled to participate and exercise their
voting rights in the General Shareholders’ Meeting. The shares will also be deemed
deposited at one of the aforementioned agents if, with the consent of the depositary
agent, the shares are held for said agent in a blocked account at a financial institution
until the end of the General Shareholders Meeting.

The shares must be deposited no later than by the seventh day prior to the date of the
General Shareholders’ Meeting. If this date falls on a Sunday, a Saturday or on a
generally recognized holiday in the jurisdiction where the shares are being deposited, the
shares must be deposited no later than on the preceding working day.

In the event the shares have been deposited with a German notary or at a bank for
central depositing of securities, the certification to be issued therefore must be filed with
the company no later than on the first working day, Saturday excepted, after expiration
of the deadline for deposit.

If the company appoints proxies to exercise the voting rights, the proxy form may be
issued either in writing or by electronic means, as the latter is specified by the company.
The details for issuing such proxy forms will be published in the company gazettes
together with the convocation of the General Shareholders’ Meeting.

29, April 2003 Seite 6 von 7
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Paragraph 18

The General Shareholders’ Meeting will be chaired by the Chairman of the Supervisory
Board or his Deputy or another member of the Supervisory Board. If no member of the
Supervisory Board is present or willing to act as Chairman of the meeting, the oldest
shareholder present at the General Shareholders’ Meeting will open the meeting and will
arrange for the meeting to elect a Chairman of the meeting.

The Chairman of the meeting will decide on the basis of the statutory provisions the
procedure of the General Shareholders’ Meeting, especially the order of the matters on
the agenda, and how voting will be carried out.

Paragraph 19

Resolutions by the General Shareholders’ Meeting will be passed by simple majorities of
votes cast unless the law stipulates a majority of capital shareholdings as well as a
majority of votes cast, in which case resolutions will be passed by simple majorities of
votes cast and by simple majorities of capital shareholdings represented when the
resolution is passed. If the law requires special voting majorities, the requirement to
comply with that special voting majority will not be affected by the above.

If votes cast (for or against) are equal, the motion is held to have been rejected.

VI. APPROPRIATION OF THE PROFIT FOR THE YEAR
Paragraph 20

If the Executive Board and the Supervisory Board approve the annual financial
statements, they may transfer up to 100% of the net profit for the year — after deducting
the amount which must be transferred to the legal reserve and any loss carry-forwards
there may be - to other revenue reserves, provided the other reserves do not exceed
one half of the share capital, or if they would not exceed that amount after the transfer.

29. April 2003 Seite 7 von 7
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Key Figures

Key Figures

IFRS, unaudited

€ millions March 31, 2005 March 31, 2004
Revenue 100.3 95.7
Products 70.7 67.4

of which
Licensing 270 233
Maintenance 437 44.1
Professional services 29.2 28.0
Other 0.4 0.3
EBITDA 19.8 17.3
as % of revenue 20 18
£8iT 18.0 1541
as Y of revenue 18 16
Income before taxes 19.2 15.8
as % of revenue 19 17
Income after taxes 11.7 9.8
as % of revenue 12 10
Earnings per share (Euro) 0.43 0.36
Total assets 541.8 519.2
Cash and cash equivalents 134.7 83.1
Shareholders’ equity 336.9 286.9
as % of total assets 62 55
Employees 2,515 2,512
of which in Germany 760 898

Stock: key figures

March 31, 2005 March 31, 2004
Year’s closing price (XETRA) in € 25.26 21.04
Total number of shares 27,266,752 27,266,752
Market capitalization in € millions 689 574
Year high/year low 28.17/20.35 25.16/9.81

Software AG shares are listed at the Frankfurt Stock Exchange, Germany (Prime Standard, Index TecDAX). ISIN DE 0003304002, Symbol SOW.
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The XML Company

Ever more information needs to be created, admin-
istered, and made available. In order to maximize
availability, we offer our customers integrated data
access in real time. This supports businesses and
organizations in achieving their fundamental goals:
faster overall processes, comprehensive network-
ing, higher added value, increased competitive
strength.

Our products and solutions enable the integration
of innovative applications and systems while
simultanecusly modernizing the IT environment.
We are one of the top companies in our market
world-wide, and the market leader in Eurape.

The Software AG company culture is differentiated

by absolute customer orientation. We work in best-

practice networks, driving change in an open and

transparent way. We focus on profitable growth and

a distinctive market profile.

XML (eXtensible Markup

Language) is the key

technology for the exchange

of data and documents.

At the same time, it simplifies

the integration of new

technologies and applications
in existing IT architectures.
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Karl-Heinz Streibich
Chief Executive Officer
Darmstadt/Germany

Dear Shareholders,

software AG has had an excellent start in the new fiscal year with net income growth of
19 percent. Sales increased 6 percent when adjusted for currency effects and are therefore at
the upper level of projections. These figures demonstrate that our strategy is bearing fruit.

Following the concentration on our core businesses, the Company has developed favorably. Our

highly motivated sales staff serves to strengthen our main businesses and tap additional sales ‘
potentials. Our solid financials safeguard our independence and broaden the scope of decisions

available to management. Strict control of costs, an optimized product portfolio and growth-

oriented international expansion are our main goals.

Modernization and integration drive progress

Increasingly complex information technology requirements and smaller budgets indicate that
custorners today prefer to protect their existing IT investments. As they strive for integration of
businesses and shorter decision cycles, they need to retrieve data in real time and require a
single view of critical information. The answer to these demands lies in customized applications
and the modernization and integration of existing systems.



Backbone of the globally networked economy

The world economy is growing together. Networks are emerging that extend beyond corporate
and nationa! borders. The multilayered activities of these virtual organizations have to be
reliably managed and monitored at all times. IT systems have to be linked and IT applications
integrated.

Software AG is ready for the requirements of the globally networked economy. We have
learned to work with our customers and with hardware praviders. Using the future technology
XML and web-based applications, we enable new, efficient scenarios of corporate partnership.

44 Slut

Karl-Heinz Streibich
Chief Executive Officer




benchmark indi 100k and Teg ’, ' ) g,. ad business results of the first quarter provided an

Edditiopal boo od to a piofiens double-digit rise in share price in the following weeks.

In the first quarter of 2005, equity markets developed considerably better in Europe than in the
United States. While the U.S. indices continued the negative trend of the prior year, European
equities showed signs of an upward trend that became particularly apparent at the beginning
of the year. This upswing was then followed by a phase of consolidation. Investors snapped up
energy stocks and commodities but did not show much intererest in the technology sector.

In this scenario, U.S. technology index Nasdag 100 dropped more than 8 percent from its level
at year-end 2004 while its German counterpart, the TecDAX, where Software AG's shares are
listed, gained just under 1 percent in the first quarter of 2005.

Stock continues its upward trend

Largely unaffected by the development of the market on the whale, Software AG's stock

continued its upswing. By the end of the first quarter, the share price had increased more than 3
6 percent to €25.26. Publication of the quarterly results added further momentum and by ‘
mid-May the share price stood at €29, representing a 20 percent increase from the price at

year-end 2004,

Capital market responds favorably to promising development of business

The superior performance of our stock reflects the progress made by the Company. Financial
analysts regarded the first quarter of 2005 as a convincing start that will enable Software AG to
achieve its goals for the current fiscal year. They were especially impressed by the highly
promising license revenues and the sound development in 3 period that traditionally tends to
be weak. The majority of analysts’ recommendations were “buy” or “outperform.”
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Dividend supplements share price gains

In addition to the gains in share price, our shareholders profited from the reintroduction of divi-
dend payments. Following a resolution adopted at the Annual Shareholders” Meeting on May 13,
2005, Software AG distributed a dividend of €0.75 per share entitled to dividends for fiscal 2004.
On the basis of the average annual share price of €23.09 in 2004, the dividend yield amounts to
3.25 percent.

At the Annual Shareholders Meeting, alt of the voting items were adopted by the majority of
shareholders. The shareholders also approved the cancellation of the existing authorization

to issue warrant and convertible bonds and its replacement with a new provision. At the same
time, a resolution was adopted to partially cancel the existing conditional capital and create

a new conditional capital along with the corresponding amendment of article 5 of the Articles
of Incorporation.

f
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Strong growth in earnings accompanied

by rise in sales

The first quarter of 2005 at Software AG was characterized by growth in sales and earnings, with EBIT increasing by
19 percent to €18 million. Adjusted for currency effects, sales rose by 6 percent. This positive trend was achieved as a
result of effective cost control and the solid development of both business lines; ETS and XML Business Integration.
Strategic advances expanded Software AG’s prospects for further growth.

Group sales climbed to €100.3 miltion in the first
quarter of 2005 (Q1 2004: €95.7 million). The

6 percent rise net of currency effects represents the
upper limit of our sales growth projection for the
year 2005 as a whole.

Strong growth continues in license business
License sales were once again a significant growtn
driver. Income from new software licenses
increased by 16 percent to €27.0 million (Q1 2004:
€23.3 mitlion). For the second time in succession,
this important segment recorded double-digit
quarterly growth.

Dynamic growth for XML Business Integration
XML Business Integration products showed a
particularly strong increase in sales. In this strategic
growth seament, we are focusing on the rapidly
expanding market for the integration of business
applications.

Our new integration products are gaining accept-
ance more rapidly than expected. In combination
with proactive marketing activities, the demand
resulting from the successful launch caused sales
to rise by 36 percent when adjusted for currency
effects. Including sales of third-party products in
the amount of €1.7 million, the license business

of XML Business Integration grew by 52 percent,
net of currency of effects, to €6.9 million (Q1 2004:
€4.6 million), exceeding even the strong growth of
the preceding months.

Enterprise Transaction Systems proves to be a
reliable source of growth

Sales of Enterprise Transaction products increased
significantly. At £19.9 million, sales in this segment
were 9 percent higher than in the first quarter of
2004. A major contract in South Africa boosted
sales. The Enterprise Transaction Systems segment
has a broad and stable customer base and con-
tributes consistently to revenue.

License sales by product line

€ millions

|
0.2

B g1 2004

Q1 2005



t
Deve'opment . earnings by region _

Sales EBITA
€ millions Q1 2005 Q12004 Q1 2005 Q12004
North America/Northern Europe 44.0 40.0 141 10.6
Southern and Western Europe 30.3 29.8 03 3.1
Central and Eastern Europe 26.4 26.0 3.6 4.8

Project services on the increase

Income from project services grew to €29.2 million
(Q1 2004: €28.0 million). The 5 percent rise, net
of currency of effects, was primarily a result of

the increase in service revenues in the USA. In the
maintenance segment, revenues reached

€43.7 million, almost unchanged when adjusted
for currency effects (Q1 2004: €44.1 million).

Share of segments in total sales

Maintenance
Project services
# Licenses

North America/Northern Europe, South Africa
region most important market

From a geographic perspective, we recorded the
strongest sales growth in the North America/
Northern Europe region, where sales increased

12 percent net of currency effects to €44.0 million.
The license business was a key factor in this signif-
icant growth with sales increasing by €3.4 million
to €13.7 million. The high-margin license business
boosted earnings and contributed considerably to
the significant growth in EBITA generated in this
region.

In Central and Eastern Europe, we increased sales
by 2 percent to €26.4 million. The region Southern
and Western Europe achieved the same growth
rate and contributed €30.3 million to Group sales.
The decline in EBITA is partly a result of our market
2ntry in South America and the resulting start-up
expenses that arose as planned.

Group EBIT increased by 19 percent

Driven by the rise in sales and rigorous cost control,
the Group's operating result (EBIT) increased to
€18.0 miltion (Q1 2004: €15.1 million). The EBIT
margin rose to 18 percent (Q1 2004: 16 percent).

Group net income reached €11.7 million, improving
the return on sales after taxes to 12 percent.
Earnings per share rose to €0.43 (Q1 2004: €0.36).

t Key earnings figures

€ millions Q12005 Q12004
EBIT 18.0 15.1
Financial income 1.2 0.7
Pre-tax profit 19.2 15.8
Net income 11.7 9.8
Earnings per share (in €) 0.43 0.36




Operating cash flow more than doubled

Cash flow from operating activities more than
doubled and reached €21.8 million in the first quar-
ter (Q1 2004: €10.7 million). Equity continued to
develop favorably as well. On the reporting date
March 31, 2005, Group equity amounted to

€336.9 million (Q1 2004: €286.9 million). Despite
the fact that total assets increased to €541.8 mil-
lion, the Group’s equity-to-assets ratio rose to

62 percent.

solid financials promote growth strategy
Solid financials and further improvement of
margins enable us to invest in the expansion of
business. This financial performance lays the
basis for success in the long-term and broadens
Software AG’s strategic options

In order to broaden our basis for growth, in the first
quarter of 2005 we

m introduced new products;

m penetrated additional geographic markets; and

m strengthened our technology portfolio through
acquisitions and partnerships.

ApplinX successfully integrated

At the beginning of February, we concluded the
acquisition of Sabratec Ltd., a company based in
israel specializing in integration software for host
systems. The integration of the company is pro-
ceeding as planned. In the meantime, Sabratec’s
ApplinXin technology has been included in our
portfolio, expanding our solution portfolio for the
modernization of classic IT systems.

Worldwide partnership with Fujitsu

As part of the strategic expansion of our partner
network, we have entered an alliance with Fujitsu.
The central focus of the project is on the develop-
ment and marketing of a joint solution for Service
Oriented Architecture (SOA). Expected to be
launched in the summer of 2005, this solution will
improve the adaptation of IT systems and applica-
tions to business processes. The project serves to
answer the interest of customers who seek efficient
solutions to increase their productivity and optimize
their business processes.

Certification expands partnership with Novell
The partnership with Novell was expanded at the
beginning of the year with the YES certification of
Software AG’s globally leading XML server, Tamino.
The certificate confirms the compatibility of
Tamino with open source products from Novell,
underscoring our adherence to the highest stan-
dards. At the same time, the certification serves to
strengthen the position of Software AG among
users of open standard technologies.




Number of employees nearly unchanged

The ratio of employees working outside of
Germany increased from 64 percentin Q1 2004 to
70 percent in Q1 2005, reflecting the geographic
expansion of Software AG. In terms of activities,
headcount expanded especially in the areas of
marketing, sales and pre-sales, underscoring
Software AG’s intensified focus on these functions.
On the reporting date March 31, 2005, the
Company had a total of 2,515 full-time equivalent
employees worldwide (Q1 2004: 2,512). The
number of employees may rise again slightly in
the current year.

Headcount by function

(full-time positions)

. R&D
Sales and pre-sales
Maintenance and support . 6%
- Marketing s J :

14%»

Professignal services ! 38%:: :
A Adninistration and olhe‘r 25%
S & ;
r

Dividend proposed

The positive development of business in the past
fiscal year and in the quarter under review con-
firms the success of our strategic realignment. The
Executive Board and Supervisory 8oard of Software
AG therefore proposed the payment of a dividend
in the amount of €0.75 per share at the 2005
Annual Shareholders’ Meeting. Based on the num-
ber of 27.3 million shares entitled to dividends, the
total dividend payout amounts to €20.5 million.

Market focused product, sales and marketing
initiatives '

Important new releases will continue to help
strengthen our product range in 2005. Our Adabas
2006 and ApplinX tools enable customers to build
on their existing systems in an easy and cost-
effective manner. In the XML Business Integration

13% ]
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portfolio, we are working on the launch of the
Enterprise Information Integration package.
Designed for the integration of the most divergent
IT systems, it expands the options of Software AG
in the area of service-oriented architecture.

Our marketing and sales programs will be further
enhanced during the course of the year. One key
area is the “Executive Customer Visit” program
initiated in 2004 that will be repeated this year.
Customer visits at the top level improve the quality
of customer relations and ensure access to decision
makers. To strengthen sales, we have developed 3
worldwide training concept that is currently being
implemented. Finally, we will also bolster the posi-
tioning of the recently acquired ApplinX technology.

Quarterly results confirm positive expectations
for 2005

The promising development of business in the first
quarter brought Software AG significantly closer

to its targets for the current year. We therefore
confirm our projection for 2005: For the year as a
whole, we still anticipate a 4 to 6 percent increase
in sales when adjusted for currency effects. We
anticipate an EBIT margin between 20 and 22 per-
cent for 2005.

Events after the end of the quarter:

Change to Executive Board

Andreas Zeitler, member of the Executive Board
and Managing Director, Central and Eastern Europe,
left the Company in May, to pursue new carrier
opportunities. Until a successor has been appointed,
Karl-Heinz Streibich will be provisionally in charge
of this region.

11
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Consolidated income statement for the three months ended March 31, 2005

1FRS, unaudited

€ thousands March 31, 2005 Mmarch 31, 2004
Licensing 26,962 23,252
Maintenance 43,688 44,137
Professional services 29,178 27,999
Other 456 331
Total revenue 100,284 95,719
Total costs of sales -34,808 -33,305
Gross profit ' 65,476 62,414
Research and development -11,101 - 15,031 .
Sales, marketing and distribution - 24,050 - 20,586
Administrative costs -11,145 -11,106
Operating result ; 19,180 15,691
Income from sale of SAP-St shares 0 0
Other income 2,043 2,195
Other expenses -3,272 -2,756
Earnings before interest, taxes and amortization i 17,951 15,130
Amortization 0 0
Earnings before interest and taxes 17,951 15,130
Interest result 1,204 651
Earnings before taxes | 19,155 15,781
fncome taxes - 6,915 -5,621
Other taxes - 505 - 403
Consolidated income 11,735 T ‘
Earnings per share (EUR, basic) 0.43 0.36
Earnings per share (EUR, diluted) 0.43 0.36
Weighted average shares outstanding (basic) 27,266,752 27,266,752

Weighted average shares outstanding (diluted) 27,266,752 27,266,752




[
Consolidated Balance-sheet as of March 31, 2005

IFRS, unaudited

Assets

€ thousands March 31, 2005  December 31, 2004 March 31, 2004

Current assets

Cash on hand and bank balances 122,706 89,397 53,355

Securities 12,031 29,695 29,743

Inventories 377 345 235

Trade receivables 121,988 109,674 104,449

Other receivables and other assets 4,740 4,015 6,818

Deferred expense 6,595 5,261 9,726
268,437 238,387 204,326

Non current assets

Intangible assets 3,674 1,516 1,421
Goodwill 177,841 174,591 176,472
Property, plant and equipment 44,425 44,274 46,613
Financia! assets 1,485 1,592 27,714
Trade receivables 11,631 14,648 17,792
Deferred taxes 34,298 35,677 44,837
i 273,354 272,298 314,849
( 549,791 38 B 07
i
€ thousands March 31, 2005  December 31, 2004 March 31, 2004
Current liabilities
Current financial liabilities 2,809 3,349 4,536
Trade payables 18,500 21,192 19,942
Other current liabilities 24,811 22,279 22,091
Current pravisions 24,900 33,257 50,359
Tax provisions 17,895 14,291 12,494
Deferred income 70,990 47,245 80,260
{ 159,905 141,613 189,682

Non-current liabilities

Non-current financial liabilities 3,083 3,490 4,600
Trade payables 0 0 27
Other non-current liabilities 417 299 507
Provision for pension 22,586 22,149 19,753
Non-current provisions 864 906 4,907
Deferred taxes 12,296 12,443 12,761
Deferred incame 5,789 6,183 0
| 45,035 45,470 42,555
Equity
Share capital 81,800 81,800 81,800
Capital reserve 132 132 132
Retained earnings 231,157 154,032 156,454
Consolidated incorne 11,735 77,125 9,757
Currency translation differences -33,534 - 41,574 - 25,827
Other reserves 45,321 51,847 64,496
Minority interest 240 240 126

336,851 323,602 286,938
567,781 0,7

= o 741
o3 DRI
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Statement of cash flows for the three months ended March 31, 2005

IFRS, unaudited

€ thousands Q1 2005 Q12004
Income after taxes 11,735 9,757
income taxes 7,434 5,523
Interest result -1,204 - 651
Depreciation 1,874 2,250
Income from sale of assets 23 2
Cash generated from operations ' 19,862 16,881

Changes in inventories, receivables

and other current assets - 10,509 690
Changes in payables and other liabilities 12,346 - 3,431 .
Income taxes paid -1,370 -3,998
Interest paid -1,430 -200
Interest received 2,895 803
Net cash used in/provided by operating activities ' 21,794 10,745
Cash received from the sale of tangible/intangible assets 154 22
Investments in tangible/intangible assets - 1,699 -737
Cash received from the sale of financial assets 3,110 35
Investments in financial assets - 3,004 -557
Investments in consolidated companies -5,578 Q
Net cash used in/provided by investing activities i -7,017 -1,237
Proceeds from issue of minority share capital 0 0
Repayment of loans from acquisitions and other finance liabilities - 451 -727
Net cash used in/provided by financing activities : - 451 -727
Change in cash funds from cash relevant transactions 14,326 8,781
Adjustment from currency translation ' 1,319 158 ‘
Net change in cash and cash equivalents : 15,645 8,939
Cash and cash equivalents at the beginning of the period 119,092 74,159

Cash and cash equivalents at the end of the period f 134,737 83,098
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Segment report for the three months ended Mar(;h 31, 2005

IFRS, unaudited

€ thousands Northern Southern Central and Total Development Total
urope, and Eastern Region Central Group
North Western Europe/ function
Arnericas Europe Asia Consolidation
Licenses 13,650 5,737 7,623 27,010 -48 26,962 |
Maintenance 24,401 7,823 11,590 43,814 -126 43,688 ;
Services 5,832 16,451 7,152 29,435 - 257 29,178
Other 136 331 34 501 - 45 456 |
Total revenue 44,019 30,342 26,399 100,760 - 476 100,284 :
j
EBITA 14,072 333 3,597 18,002 -51 17,951 J
Amortization [
interest result 1,204
Profit before taxes 19,155
Taxes -7420
Net income 11,735 ]
Total revenue proportion per region 437 30.1 26.2 100.0
Product revenue 38,051 13,560 19,213 70,824 :
Proportion per region 537 19.2 271 100.0 |

Segment report for the three months ended Maréh 31,2004

IERS, unaudited

€ thousands Norsthern Southern Central and Total Development Total
f:urope, and Eastern Region Central Group
North Western turope/ function
Arnericas Europe Asia Consolidation
Licenses 10,290 6,120 6,921 23,331 -79 23,252
Maintenance 24,732 7,224 12,354 44,310 -173 44,137
Services 4,893 16,423 6,687 28,003 -4 27,999
Other 124 4% 32 205 126 331
Total revenue 40,039 29,816 25,994 95,849 -130 95,719
EBITA 10,627 3,119 4,796 18,542 -3,412 15,130
Amortization 0
Interest result 651
Profit before taxes 15,781
Taxes ~-6,024
Net income 9,757
Total revenue proportion per region 41.8 311 274 100.0
Product revenue 35,022 13,344 19,275 67,641

Proportion per region 51.8 19.7 28.5 100.0




Statement of changes in equity for the three months ended March 31, 2005

IFRS, unaudited

Q1/05 - Development of Equity 16

€ thousands

Number

shares

Share
capital

Capital
reserve

Retained Consolidated
earnings

Cutrency
income translation

ditferences

Other
reserves

Minority Total
interest

Equity as of
January 1, 2005

27,266,752

81,800

132

231,157 Q -41,574

51,847

240 323,602

Consolidated income
of the period

11,735

11,735

Currency trans!ation
differences

8,040

8,040

Net gains from the fair value
valuation of securities not
recognized in income statement

- 871

- 871

Net gains from the fair value
valuation of loans with

group members not recognized
in income statement

- 5,655

- 5,655

Equity as of
March 31, 2005

27,266,752

81,800

132

231,157 11,735 ~33,534

45,321

240 336,851

Statement of changes in equity for the three months ended March 31, 2004

IFRS, unaudited

€ thausands

Number

Shates

Share
capital

Capital
feserve

Retained Consolidated
earnings

Currency
income translation

differences

Other
reserves

Minority Tatal
interest

Equity as of
January 1, 2004

27,266,752

81,800

132

156,454 0 -32,340

63,149

126 269,321 .

Consolidated income
of the period

9,757

9,757

Currency translation
differences

6,513

6,513

Net gains from the fair value
valuation of securities not
recognized in income statement

6,184

6,184

Net gains from the fair value
valuation of foans with

group members not recognized
in income statement

-4,837

-4,837

Equity as of
March 31, 2004

27,266,752

81,800

132

156,454 9,757 - 25,827

64,496

126 286,938




Accounting and Valuation Principles

Basis of Presentation

Software AG’s consolidated financial statements are
prepared in accordance with the accounting princi-
ples of the International Accounting Standards
Board (IASB) - the International Financial Reporting
Standards (IFRS). The IAS, IFRS applicable for
December 31, 2004 were observed, as were the
corresponding interpretations of the International
Financial Reporting Interpretations Committee
(IFRIC - previously SIC). The same accounting and
valuation methods as in the 2004 annual financial
statements were applied.

The consolidated financial statements of Software AG
are expressed in thousands of euro (“TEUR"} unless
otherwise stated.

Principles of consolidation

The separate financial statements of the companies
included in the consolidated financial statements
were prepared according to uniform accounting and
valuation policies in accordance with IFRS as of

the balance sheet date of the consolidated financial
statements (March 31, 2005).In applying the
method of initial consolidation used to consolidate
equity, the respective date upon which a company
was established was used for companies estab-
lished by Software AG itself. The date of first inclu-
sion in the consolidated financial statements was
selected as the date of consolidation for the com-
panies initially consolidated in 1994, i.e. SOFTWARE
AG-E, SOFTWARE AG-P. SOFTWARE AG-CH und SIH,
for the Asian subsidiaries, for SQL and for SOFTWARE
AG-IRL. The date of acquisition was selected as the
consolidation date for all other companies included
in the annual financial statements.

The initial consolidation of the companies which
were first consolidated prior to December 31, 2002
was performed on the basis of the book value
method in accordance with § 301 para. 1 no. 1
German Commercial Code (Handelsgesetzbuch;

“HGB"). in doing so, the acquisition and start-up
costs were offset against the Group’s investment in
shareholders’ equity. Initial consolidation after the
transition to 1FRS on January 1, 2003 was in accor-
dance with the IFRS 3 regulations. The subsequent
consalidations were based on the initial consolida-
tion.

Goodwill arising from the consolidation of equity was
offset against retained earnings for acquisitions
prior to January 31, 2001 in accordance with § 309
para. 1 HGB. Goodwill arising after January 31,

2001 was capitalized in accordance with previously
applicable HGB accounting principles and amortized
over 10 years, using the straight-line method. In
accordance with the option set out in IFRS 1.14, the
Company continues to account for business com-
binations and the resulting goodwill on the date of
transition to IFRS in accordance with the HGB.

The valuation of the goodwill previously capitalized
pursuant to the HGB is performed in accordance
with provisions of 1AS 36 since the transition to IFRS
accounting on January 1, 2003 (Transition Date).
Thus, the goodwill was frozen at the carrying
amount stated on the date of transition from HGB
to IFRS on January 1, 2003 and only written down
in the event of actual impairments. The value

of the goodwill reported on the balance sheet is
tested annually for impairment.

Revenue, expenses and income, receivables and
payables arising between consolidated companies
have been eliminated. Inter-company earnings from
deliveries and services provided within the Group
are eliminated to the extent they are not realized
from services to third parties. Consolidated equity
and net income allocable to minority interests

are reported separately from consolidated equity
and net income allocable to the parent company.




Scope of consolidation

The consolidated financial statements include
Software AG and all companies it controls. Control
is generally considered to exist if Software AG
directly or indirectly controls the majority of voting
rights of a company’s subscribed capital and/or
can determine the financial and operating policies
of a company.

The scope of consolidation has changed compared
to December 31, 2004 as a result of the initial
consolidation of the two companies in the Sabratec
group, Software AG Israel (previously Sabratec Ltd.,
Israel) and its subsidiary Sabratec Technologies,
Inc. USA, effective as of the closing date under the
purchase agreement of February 3, 2005. The
purchase price including the ancillary costs for the
acquisition of 100 percent of the shares was
€5,909 thousand. At the time of the acquisition,
these companies had a consolidated equity of
€1,213 thousand and in fiscal year 2004 generated
revenues in the amount of €2,185 thousand.

There were no other changes in the scope of con-
solidation compared to December 31, 2004.

Use of estimates

Estimates and assumptions were made in the a
few cases for the consolidated financial statements
which have an effect on the amount and disclosure
of assets, liabilities, income, expenses and con-
tingent liabilities reflected in the balance sheet. The
actual amounts may differ from these estimates.

Currency translation

The financial statements of foreign subsidiaries are
transtated according to the functional currency
concept using the modified closing rate as set out
in 1AS 21. Since the subsidiaries operate independ-
ently from an organizational, financial and business
standpoint, the local currency is identical with the
functional currency.

Expenses and income are translated at the monthly
average rates; assets and liabilities are translated
at the closing rates, and the respective equity is
translated at historical rates. The difference resulting
from the currency translation relating to equity is
offset against the equity in a manner not affecting
the results and is reported in a separate column in
the statement of changes in equity.

The differences in currency arising when consoli-
dating liabilities are recognized as income or loss
under other operating income and expenses on
the income statement.

In the statement of fixed assets movements, the
balances at the beginning and end of the fiscal year
are translated at the respective closing rates, and
the other items are translated at average rates. Any
difference arising from exchange rate changes is
shown in a separate column under both acquisition
and manufacturing costs and accumulated depreci-
ation/amortization as an exchange rate difference.

In the local individual financial statements of the
consolidated companies, receivables and payables
in foreign currency are valued at the closing rate.
Exchange rate gains and losses not yet realized on
the balance sheet date are included in net income
for the period except for translation differences for
long-term, inter-company monetary items that
are part of a net investment in a foreign company.
These differences are excluded from income and
are recorded as other reserves in shareholders’
equity.



Revenue

The revenue of Software AG primarily consists of
revenue from the granting of software licenses of
generally unlimited periods of usage, maintenance
revenue and revenue from services. Revenue
from the granting of perpetual licenses is only rec-
ognized when a signed contract exists with the
customer, any rights of return which were granted
have expired, the software has been supplied

in accordance with the contract, a price has been
agreed or can be determined and there is a
sufficient probability of payment.

Revenue from pure maintenance is prorated over
the period in which the service is rendered.

Service agreements which are invoiced on the
basis of hours performed are recognized based on
the services performed by the Software AG com-
panies.

Service agreements for which a fixed price has
been agreed are recognized under to the percent-
age-of completion method pursuant to IAS 11 and
IAS 18 if the amount of the revenue can be reliably
determined, there is sufficient probability that
Software AG will receive the economic benefit from
the transaction and all related costs expected by
completion of the service can be reliably
established.

Revenues are reported net of discounts, price
rebates, customer bonuses and allowances.

Cost of sales

Cost of sales includes all production-related full
costs based on normal utilization of capacity. In
particular, cost of sales includes the individual costs
directly allocable to orders as well as fixed and
variable overheads. Financing costs are not capital-
ized as part of the costs of acquisition or manufac-
ture. No non-scheduled write-downs on inventories
were required during the reporting period.

Research and development costs

FResearch and development costs are recorded as
an expense in the income statement as they are
incurred.

The production and further development of software
requires the use of closely linked iterative processes
between the research and development phases.
This means that an exact delineation of the expenses
incurred in both phases is not possible. The
delineation criteria required to capitalize develop-
ment expenses in accordance with 1AS 38 § 41 in
conjunction with § 42 are, therefore, not fulfilled.

Selling expenses

The selling expenses include costs for personnel,
materials, depreciation allocated to the sales sector
as well as advertising costs.

Administrative expenses

Administrative expenses include costs for personnel,
materials and depreciation allocated to the area of
administration.

Earnings per share

The earnings per share were calculated by dividing
the net income for the period aflocable to the
shareholders by the weighted average number of
shares outstanding during the reporting period

and presented accordingly. Software AG has only
issued common stock.




Cash on hand and bank balances
This item includes cash and demand deposits as
well as short term cash equivalents.

The securities item includes short term, extremely
liquid financial investments which can be trans-
formed into cash amounts at any time and are only
subject to insignificant fluctuations in value.

Securities, financial investments and derivative
hedging instruments

DFinancial assets are initially valued at the cost of
acquisition, including the transaction costs. The
subsequent valuation depends on the classification
of the financial assets.

Financial investments available for sale are valued
at their fair vaiue (market value) at the balance
sheet date. Gains or losses are excluded from
income and reported in equity as other reserves,

The financial assets reported under financial invest-
ments are included individually at their fair values
where their fair value can be determined and unless
they are held until final maturity. Loans and recei-
vables included in this item which are not held for
trading purposes, and assets with no published
price quotation on an active market and for which
the fair value cannot be reliably determined,

are valued at amortized cost. Financial assets are
reqularly reviewed to determine whether there

are objective, material indications of impairment.
Impairments losses are charged against net income
for the period.

In order to hedge the risk of future fluctuations in
exchange rates, currency forward and currency
option transactions are concluded. This provides
a general protection against various currency
exchange rate risks independent of the individual

underlying transactions. The valuation of the open
positions in currency forward transactions and
options is at market value. These are reported in
the balance sheet under other assets and short
term provisions. Changes in market value of finan-
cial derivatives intended to cover future foreign
currency cash flows are reported under other
reserves until the underlying transaction is reflected
in income.The partions of cash flow hedges which
have not taken effect as well as changes in the
values of hedging transactions which do not satisfy
the requirements of hedge accounting, are
immediately included in the net income for the
current year

Inventories

Inventories are recognized at the lower of purchase
or production cost and net realizable value. The

net realizable value is the estimated selling price in
the ordinary course of business less the estimated
costs until completion and the estimated costs
necessary to make the sale.

Trade receivables

Receivables are recognized at the fair value
applicable at the time the revenues are realized
or services are provided, and they are valued at
amortized cost, taking into consideration any
necessary bad debt provisions.

This item also includes performance under fixed
price projects which has not yet been invoiced and
is recognized according to the percentage-of-
completion-method.

Other current assets

The other items reflected under current assets
are valued at cost which corresponds to their
respective market prices.



Deferred expenses

The deferred expenses include advance payments
by Software AG in regard to license agreements
and lease agreements. The accrual is released and
the expense is recorded in the period in which
performance is rendered by the corresponding
contracting party.

Intangible assets

Permits, intellectual property rights and similar
rights, intangible assets as well as licenses for such
rights are capitalized at cost and amortized over
the useful life of the asset using the straight-line-
method of amortization. The assets are regularly
tested for impairment.

Goodwill

The goodwill in the amount of €174,591 thousand
resulted from the acquisition of the Software AG-
USA Group as of February 1, 2001, and in the
amount of €3,250 thousand from the acquisition
of both Sabratec companies in Israel and in the
USA on February 3, 2005. The goodwili relating to
Software AG-USA Group was amortized as planned
until January 1, 2003.

Property, plant and equipment

Property, plant and equipment are carried at cost
less any accumulated depreciation and any accumu-
lated impairments losses. When items constituting
property, plant and equipment are sold or scrapped,
the corresponding costs of acquisition as welt as
the accumulated depreciation are eliminated, and
any realized gain or loss from the disposal is recog-
nized as income or expense in the consolidated
income statement.

The acquisition and production costs of an item in
property, plant and equipment consists of the
purchase price, including any import duties and
non-refundable sales tax and all directly attributable

osts required to prepare the asset for its intended
use. Subsequent expenditures, such as service

and maintenance charges arising once the asset is
put into operation, are recognized as expenses in
the period in which they are incurred. Subsequent
axpenditures for property, plant and equipment are
only reflected as assets if the expenditure improves
the condition of the asset beyond its originally
assessed standard of performance. Financing costs
are not capitalized as part of the acquisition and
production costs.

Depreciation is generally taken using the straight-
line method corresponding to the useful economic
life.

Buildings 50 years
Improvements to property 8 - 10 years
Office equipment 3 -13 years
Computer hardware and accessories 1 -4 years

The lengths of the useful economic life and the
methods of depreciation are pericdically examined
in order to make sure that they are in accordance
with the anticipated economic use.

Assets under construction are allocated to property,
plant and equipment under construction and are
recognized at acquisition and production cost. Assets
under construction are only depreciated starting
when they have been completed and placed in
operation.

Impairments of intangible assets and property,
plant and equipment

As s00n as there are indications of an impairment
regarding an intangible asset or item of property,

plant and equipment, the book value of the asset
is reduced to its recoverable amount and the




resulting impairment loss is recagnized. The recav-
erable amount is the higher of the asset’s market
value and its value in use. The value in use is

the present value of estimated future cash flows
expected to arise from the continued use of the
asset and its disposal at the end of its useful life.

impairments losses are recognized within the costs
of the respective functional area or under other
operating expenses.

Leases

Fixed assets include assets provided under lease
contracts. Software AG leases computer equipment
as well as other operating and office equipment.
The lease contracts are classified in accordance with
the provisions in 1AS 17 under which the lease
agreement is valued on the basis of the risks and
opportunities, with the leased asset being allocated
to the lessee (finance leases) or the lessor
{operating leases).

Finance leases

Leased objects are recognized on the balance sheet
both as assets and lease obligations in the same
amounts are carried at the lower of the fair value of
the leased object at the beginning of the lease and
the present value of the minimum lease payments.
The depreciation of the capitalized leased objects is
according to the straight-line method over the in-
tended useful economic tife of the asset or, if
shorter, the term of the lease contract. The payment
obligations resulting from future lease installments
are recognized as financial liabilities.

Operating leasing

The lease payments under operating leasing
contracts are recognized as an expense over the
term of the lease

Deferred taxes

Deferred taxes are recognized according to the
balance sheet-oriented binding effect method for
temporary differences between the values in the
consolidated balance sheet and in the tax balance
sheet. Deferred taxes for loss carry forwards are
also recognized.

Deferred tax assets and liabilities are recognized for
all temporary differences between the balance
sheet values in the consolidated balance sheet and
the values for tax purposes and for consolidation
measures which have an impact on income. The
deferred tax assets also include claims for tax
reductions resulting from the anticipated use of
loss carry forwards in subsequent years if there is

a sufficient probability that they will be realized.

Deferred taxes are calculated on the basis of tax
rates which are anticipated to apply at the time of
realization (reversal of the tax deferral) according
to the then applicable law.

Deferred tax assets and liabilities are not discounted.
The book values of the recognized claims and
liabilities are reqularly examined and adjusted if
necessary.

Liabilities
Current liabilities are reporied at their repayment or
settlement amount.

Non-current liabilities are recorded at amortized
cost. Amortized cost Is determined using the
effective interest rate method by discounting the
repayment

Provisions

Provisions are reported if the Company has a
current legal or factual obligation towards a third
party due to a past event, it is likely that the



provision will be utilized and the amount of the
obligation can be reliably estimated. Estimates are
reqularly reviewed and adjusted.

If the interest rate impact is material, the net present
value of expenditures expected to be required to
perform the obligation is reported.

Provisions for pensions

There are both defined benefit plans and defined
contribution plans for pensions. The pension
provisions are calculated using actuarial principles
in accordance with the projected unit credit
method set forth in IAS 19. This approach takes into
account anticipated future increases in pensions
and salaries in addition to the pensions known at
the balance sheet date.

Provisions for pensions are accounted for pursuant
to the amendment to 1AS 19 issued in December
2004. Accordingly, they are created at the full
present value of the defined obligation, adjusted
for the present value of the coverage claims
against life insurance companies or the present
value of the assets accumulated to cover the pension
claims. The changes in the actuarial profits/iosses
compared to the previous year have been directly
allocated to the retained earnings of the Group
without affecting the income.

German pension obligations are calculated on the
basis of the biometric calculations in the 1998
mortality tables of Prof. Dr. Klaus Heubeck.

Since employees do not receive illness-related
allowances either domestically or in other countries,
it is not necessary to calculate costs related to
health care plans.

In the case of defined contribution plans, Software
AG does not incur any obligations other than the
payment of contributions to special-purpose funds.
The payment of contributions is reflected in the
current income result.

-

Deferred income

Deferred income consists of advance payments by
cystomers relating to revenues from maintenance.
The deferred income is released and the income
realized during the period in which Software AG
renders performance.

Shareholders’ Equity

The development of equity is shown in the
Statement of Changes in Equity, which precedes
the notes to the consolidated financial statements.

In addition, the contingent capital existing as of
March 31, 2005 comprised the following amounts:

1.) Up to €3,357 thousand divided into a maximum
of 1,118,962 bearer shares, reserved to cover
subscription rights under the first share option
plan (Management incentive Plan I, MIP 1) for
Executive Board members and executive staff
members of the Group. The requirements of this
program, the status of allocations/exercises is
set forth under other disclosures/stock-based
compensation.

2.) Up to £3,000 thousand divided into a maximum
of 1,000,000 bearer shares, reserved to cover
subscription rights under the second share option
plan (Management Incentive Plan I, MIP 1I)
for Executive Board members and executive
staff members of the SOFTWARE AG Group. The
requirements of this program, the status of
allocations/exercises is set forth under other
disclosures/stock-based compensation.

w
N

Up to €36,000 thousand divided into a maximum
of 12,000,000 bearer shares, each with a pro-
portional share in the registered share capital
€3, in order to grant option rights and to agree
option obligations from cum-warrant bonds or,
vis-3-vis convertible bond holders, to grant
conversion rights and agree conversion obliga-
tions according to the bond terms as resolved
at the General Shareholders’ Meeting held on




April 30, 2004. Pursuant to this authorization, the
Executive Board, with the consent of the Super-
visory Board, may resolve until April 29, 2009
that the aforementioned rights will be issued
by Software AG or a directly or indirectly held
wholly-owned affiliate of Software AG.

In this respect, the shareholders are to be
granted subscription rights with the exception
of the following cases:

m The Executive Board is authorized to exclude
fractional amounts from the shareholders’
subscription rights.

m Subject to the consent of the Supervisory
Board, the Executive Board is authorized to
exclude the shareholders’ subscription
rights in full provided that, after having con-

ducted a review in accordance with its profes-

sional duties, it has come to the conclusion
that the issue price of the cum-warrant bonds
or convertible bonds is not significantly lower
than its hypothetical market value, which
was arrived at by using accepted, in particular
financial calculation methods. However, this
authorization regarding the exclusion of the
subscription right applies only to cum-warrant
bonds and convertible bonds with a warrant
of conversion right or a warrant and conversion
obligation in relation to shares representing

a proportional amount of registered share
capital of up to €8,180 thousand in total or,

in the event of this being a lower amount, of
10 percent of registered share capital in ex-
istence at the time the authorization is acted
upon.

The Executive Board had not made use of this
authorization prior to March 31, 2005.

As of March 31, 2005 the Executive Board is
furthermore authorized, with the consent of the
Supervisory Board, to increase the Company’s

registered share capital on one or more occasions
an or before April 27, 2006, by up to a total of
€37,989 thousand by issuing up to 12,663,036 new
bearer shares against cash and/or non-cash capital
contributions {Authorized Capital). In this respect,
the shareholders are to be granted subscription
rights with the exception of the following cases:

The Executive Board is authorized to exclude
fractional amounts from the shareholders’
subscription rights.

Subject to the consent of the Supervisory Board,
the Executive Board is further authorized to
exclude subscription rights for capital increases
against non-cash contributions for purposes of
acquiring equity investments, companies or parts
of companies.

Subject to the consent of the Supervisory Board,
the Executive Board is also authorized to exclude
subscription rights for capital increases against
cash contributions, if the capital increases resolved
on the basis of this authorization do not, in total,
exceed 10 percent of the registered share capital
at the time the authorization is first acted upon
and if the issue price is not significantly lower than
the stock market price.

@ Finally, the Executive 8oard is autharized, with
the consent of the Supervisory Board, to exclude
subscription rights to a nominal amount not
exceeding €6,503 thousand in total, for the pur-
pose of offering the new shares to the employees
of the Company and its affiliated enterprises as
defined in §§ 15 et seq. of the German Stock
Corporation Act ("AktG”) as part of an employee
share participation scheme. The new shares can
also be transferred to a bank subject to the
condition that they will exclusively be held for
the acquisition of entitled employees in accordance
with the Company’s instructions.



The Executive Board had not made use of its
authorization to increase the registered share
capital prior to March 31, 2005.

The Executive Board and the Supervisory Board
propose to the General Shareholders’ meeting on
May 13, 2005, that from the 2004 balance sheet’
profit amounting to €62,955 thousand of the Group
controlling company, Software AG, a dividend of
€20,450 thousand should be distributed and
€42,505 thousand should be carried forward to
new account. This corresponds to a dividend of
€0.75 euro per share.

Other reserves

Other reserves include differences resulting from
the currency transiation of the financial statements
of economically independent foreign subsidiaries
into the reporting currency. The effects from the
valuation of financial instruments not affecting in-
come are also recognized under this item. Translation

A structurally comparable distribution of revenues
over the course of a year was also apparent in
previous years and resulted primarily from the pur-
chasing behavior of our customers. The restructuring
measures during the first quarter 2004 ted to
considerable cost reductions and to a corresponding
increase in pre-tax income. The pre-tax income in
the second quarter 2004 includes €24,539 thousand
of extraordinary income resulting from the sale

of SAP Sl shares. It is not likely that comparable
extraordinary income can be realized in the future.

Contingent liabilities

No provisions as of March 31, 2005 have been made
for the contingent liabilities listed below, expressed
at nominal, value because it appears unlikely that
claims will be asserted:

€ thousands

] A ) ) ) Guarantees 5,240
differences from monetary items primarily consist- Other 2,385
ing of net investments in economically independent 9,625

foreign sub-units are also recorded under this item.
The amounts are recognized on an after tax basis.

Seasonal influences

DThe revenues and the pre-tax income adjusted
for the restructuring expenses were distributed
over the previous year's quarters are as follows:

1st Quarter 2d Quarter 34 Quarter 4th Quarter Tatal year

2004 2004 2004 2004 2004

Revenues € 95,720 106,256 96,635 112,760 411,371
as % of annual revenue 233 25.8 23.85 27.4 100.0
Pre-tax income € 15,782 49,608 21,878 24,462 111,730
as % of net income for the year 14.3 44.4 19.6 21.9 100.0




Stock Option Plans

Software AG has different stock option pians for
members of the Executive Board, executive staff
members and other Group employees, which plans
have not been recorded in the balance sheet.

First Stock Option Plan: As of September 30, 2004,
145,846 subscription rights had been issued to
Executive Board members and 69,069 subscription
rights had been issued to executive staff members;
these subscription rights may, however, only be
exercised after March 31, 2005. Thus the number
of subscription rights has remained unchanged
since December 31, 2004, No subscription rights
could be exercised in the reporting period. The
options have a term of seven years as from the
time they were granted. Starting with 3 24-month
waiting period following the Company's PO, such
options may in each case only be exercised during
the term on a quarterly basis, following publication
of the annual results, the semi-annual resuits and
the quarterly results.

The subscription price per share upon exercise of
the option corresponds to the issue price less a
discount of 20 percent, but must be at least €28.12
(DEM 55.00). Given the issue price of €30, the
minimum price was applied.

If the options are to be exercised, the following
three conditions must have been met:

(1) The Group's profit from ordinary activities in
accordance with the German Commercial
Code (“"HGB") must have increased by a total
of 30 percent in total in the years 1997 to
1999.

This condition was satisfied based on the
profits recorded at that time.

{2) The Group’s profit from ordinary activities is
equivalent to at least 10 percent of sales in
the year prior to exercise of the option.

(3) The share price exceeds the minimum price
at the time the option is exercised.

Second Stock Option Plan: As of March 31, 2005,
163,375 subscription rights had been issued to
Executive Board members and 706,800 subscription
rights had been issued to executive staff members;
these subscription rights may, however, be exer-
cised only after March 31, 2005. In the first quarter
of 2005, 140,775 subscription rights were issued

to executive staff members. Based on the new
compensation model, which entered into effect on
January 1, 2005, no further subscription rights
were issued.

The subscription price per share upon exercise of
the option corresponds to the average price in the
XETRA closing auction over the last five trading
days at the Frankfurt Stock Exchange prior to the
date of the offer to grant the subscription rights

If the options are to be exercised, the following
two conditions must have been met:

{1) Inthe fiscal year preceding exercise of the
options, the Group's sales must have
increased by at least 10 percent compared
to the previous year.

(2) The Group’s profit from ordinary activities must
be equivalent to at least 10 percent of the
sales in the year prior to exercise of the option.

The terms, waiting periods and exercise dates
correspond to the conditions of the First Stock Option
Plan.

Other financial obligations

There are rent and lease agreements for buildings,
real property, computer and telephone equipment
as well as vehicles. The obligations under these
contracts for the remaining fixed terms up to the
end of fiscal year 2005 are €11,928 thousand.



Obligations in the amount of €32.196 thousand
exist for the period up to the end of the fiscal
year 2010 and in the amount of €14,591 thousand
for the time after fiscal year 2010. The lease
agreements are operating leases within the
meaning of 1AS 17.

Notes on significant business events

1. Payments for restructuring: A total of €3,110
thousand was paid out for restructuring measures
during the first quarter 2005. In fiscal year 2003,
restructuring provisions of €30,682 thousand were
created for this purpose.

2. Acquisition of Sabratec Ltd. Israel
Composition of purchase price: Software AG
acquired 100 percent of the shares in Software AG
{srael (formerly Sabratec Ltd./Israel) and its
subsidiary Sabratec Technologies, Inc./USA effective
as of February 3, 2005 for a purchase price includ-
ing ancillary costs of acquisition for legal advice, tax
advice and accountants in an amount of €5,909
thousand. The purchase price was paid at the time
af acquisition. Depending on future revenues, the
purchase price may increase during the next three
years by an additional TUSD 4,000.

Based on a preliminary investigation, the purchase
price was paid for the bafance of the following
assets/liabilities:

. —

€ thousands Fair market Book value before

value acquisition
Liquid funds 342 342
Trade receivables and other short-term assets 1,120 1,120
Intangible assets software 1,900 0
Intangible assets customer base 500 0
Goodwill 3,250 0
Property, plant and equipment 92 92
Financial assets 3 3
Deferred tax assets 519 519
Trade payables and other short term liabilities -182 -182
Long-term liabilities - 616 - 616
Deferred tax liabilities -958 0
Deferred income -48 -48
Difference from currency translation ~-13 -13
Purchase price 5,909

Book value of the acquired assets

1,217

Goodwill: As this company has an excellent
reputation in the market for integration technology
and since it was possible to acquire its ten most
excellent software developers in the context of the

acquisition, it was necessary to establish a goodwill
value. There were no other apparent factors
contributing to goodwill.




Contribution to income since the date of
acquisition, February 3, 2005: Since the date of
acquisition, the acquired company Software AG
Israel has contributed €99 thousand to the quarterly
surplus of the Software AG Group.

Preliminary initial consolidation pursuant to
IFRS 3 § 62: As a result of the close proximity in
time between the date of acquisition on February
3, 2005 and the date of the quarterly financial
statements on March 31, 2005, it was not possible
to complete the necessary valuations for the initial
consolidation. Therefore, the initial consclidation
of Software AG Israel was performed on the basis
of the preliminary valuation.

Contribution to revenues and income in the
case of initial consolidation on january 1, 2005:
If Software AG Israel had been part of the Software
AG Group since the beginning of the first quarter
2005 on January 1, 2005, it would have contributed
an amount of €225 thousand to the consolidated
revenues of the Group and an amount of €75 thou-
sand to the consolidated income of the Group.

Expenses in connection with the acquisition of
Software AG Israel: The software ApplinX and
Guidance which were capitalized in connection with
the acquisition of Software AG Israel will be amor-
tized aver a period of five years and in the first
quarter 2005 led to amortization expenses in the
amount of €63 thousand. The depreciation,/amorti-
zation resulting from the acquired customer base
over 3 period of five years led to expenses in the
amount of €17 thousand in the first quarter 2005.
The deferred tax liabilities relating to the reporting
of the software and the customer base in the
balance sheet will be reversed corresponding to
the period of amortization/depreciation over five
years; this resulted in deferred tax income of

€21 thousand in the first quarter 2005. Other income
and expenses resulting from the consolidation
beyond those described were not incurred and are
not anticipated in the future.

Employees

On March 31, 2005 the effective number of
employees was 2,515 (31 March 2004: 2,512)

(i.e. part time employees are only taken into
account on 3 pro-rata basis), of which 69.8 percent
{previous year 64.3 percent) were employed
abroad. The average number of absolute employ-
ees (i.e. part-time employees are recorded in full)
of the Software AG group in the first quarter 2005
was 2,583 (previous year 2,610). As of the cut-off
date of the quarter ending March 31, 2005 an .
absolute number of 2,583 employees (previous
year 2,610) were employed in the Group.

Executive Board and Supervisory Board

On April 1, 2005 Peter Kurpick, formerly Vice
President NetWeaver Foundation, SAP AG, will join
the Company. In the future he will be responsible
for the business line XMLi.

There have been no changes in the Supervisory
Board since December 31, 2004.

Follow-up report

AG inc. and Software AG./ U.S. Software Company
Software AG Inc. and Software AG filed a complaint
against a U.S. software company in July 2003 '
seeking damages and a permanent injunction for

a violation of a patent granted to Software AG in
the year 1994 after out-of-court negotiations failed.
The case is pending before the U.S. District Court,
Delaware. After conclusion of the so-called “pre-
trial discovery” {the procedure used to investigate
the facts prior to the actual trial) the court set

the trial date in May 2005. In November 2004 the
defendant company in turn filed a complaint
alleging a patent violation before the U.S. District
Court, Alexandria. The case could be settled in

April 2005. The claims of both parties under the
alleged violations of patents were set off against
each other. This settlement did not result in any
additional burden on income for Software AG.
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Key figures

IFRS, unaudited

€ millions (unless stated) Sep 30, 2004 Sep 30, 2003 Q3 2004 Q3 2003
Revenue 298.6 305.0 96.6 98.7
Products 214.6 2123 714 71.2
of which licensing ' 777 68.7 25.1 22.9
of which maintenance 136.9 143.6 46.0 48.3
Professional services 82.8 914 25.2 27.1
Other ‘ 1.2 13 0.3 0.4
Adjusted EBIT 60.4 41.2 21.0 15.7
as % of revenue 20% 14% 22% 16%
income from investments 245 0 0 0
Restructuring expenses 0 -31.8 0 0
EBIT 84.9 9.4 21.0 15.7
tncome before taxes 87.3 11.6 219 16.4
as % of revenue 29% 4% 23% 17%
Income after taxes 61.9 29 127 6.5
as % of revenue 21% 1% 13% 7%
Earnings per share (€) 2.27 0.1 0.47 0.24
Q3 2004 Q3 2003
Employees (quarterly average) : 2,445 2,743
of which in Germany 776 978
€ millions (unless stated) Sep 30, 2004 Dec 31, 2003
Total assets 515.2 509.1
Cash and cash equivalents 110.2 74.2
Shareholders’ equity 3127 269.2
as % of total assets 61% 53%
Profile

Software AG is an international provider of systems software and XML integration and data-management
services. We offer integration solutions based on XML (eXtensible markup language), a key technology
for the smooth exchange of data and documents, and a powerful means of introducing state-of-the-art
applications into existing IT architectures. We are the European No. 1 and one of the world leaders in
this area.
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in August 2004, Software AG streamlined its in-
ternational structure (see second-quarter report,
events subsequent to the balance-sheet date).
The Company’s activities are now organized into
three regions:

= North America/Northern Europe (USA, Canada,
United Kingdom, Scandinavia, South Africa)

m South (Southern Europe, South and Central
America)

= (entral/Asia (German-speaking countries,
Eastern Europe, Middle East, Asia, Australia)

This second-quarter repost is still based on the
four regions structure to make comparison with
the previous quarter and the first half of 2004
easier.
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Q3/04 - Introduction by the Executive Board

Karl-Heinz Streibich
Chief Executive Officer

Firm foundstions for growth

Software AG has made great progress in terms of strategy over the past nine months, and is
significantly stronger as a result. Our future growth plans are clearly oriented toward achieving

market leadership.

Increased profitability, a mare stable revenue base,
and greater depth in terms of financial resources -
they were the ambitious goals we set for fiscal
2004. And we left no stone untumned in their pur-
suit: Our strategic orientation, service portfolio, and

internal organizational structures are all now more |

clearly focused on-and driven by customer require-
ments.

The changes are already paying dividends.
Software AG today offers its customers outstanding
added value. And we have significantly consolidated
our market position. Allied with improvements in
the economy as a whole, this has laid the ground-
wark for successful future growth.

Consolidating and leveraging solutions expertise
At the same time as optimizing our Enterprise
Transaction Systems offering, we have also been
waorking hard to develop the XML Business integra-
tion Portfolio, successfully adding complete inte-
gration solutions: At the beginning of the year, the
portfolio consisted solely of Integration Services
and the EntireX and Tamino XML Server product
lines. In the first half of the year, we added Integra-
tion Packages, and during the third quarter, Integra-
tion Solutions. These were based on concepts first
developed in the regions and adapted for the inter-
national market. Each one embaodies outstanding
best practices and draws on our in-depth project
experience. All the new solutions leverage existing
strengths and apply them on a global level.
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International demand for integration

Companies are increasingly looking to achieve tight
integration. To succeed in today’s marketplace, they
need to react rapidly to changing requirements.
And to do this, they need to exchange information
between a diverse range of systems and applica-
tions - not only internally, but also with customers,
suppliers, and partners. E-government, too, is play-
ing an increasingly prominent role, with official
bodies placing greater emphasis on data transfer as
a result. In both areas, systems integration is central
to effective collaboration, accelerated processes,
and optimized costs. As a result, it is 3 major success
factor - in both the private and public sectors.

The enhancement of our Integration Portfolio
expands our footprint in this promising market.
Software AG is already beginning to exploit some

of the opportunities for sustainable growth in this
area. We are convinced that XML will make an
increasing contribution to our development. And
the initial response to our broader portfolio confirms
these positive expectations.

Focus on market leadership

The success we are witnessing in systems integra-
tion is indicative of the performance of Software AG
as 3 whole. In the future, market leadership will
remain a major challenge, which we will tackle
head on. And our status as a cutting-edge techno-
logy company with a firm customer focus, inter-
national presence, and healthy business foundations
means that we are exceptionally well placed to
make great strides toward this goal in 2005.

(A Sudde

Karl-Heinz Streibich
Chief Executive Officer
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Share price continues Lo rise

Software AG stock profited from positive business development during the third quarter. The up-
swing experienced in the first six months continued into the following period: Company shares
made a 63 percent gain over the first nine months, significantly outperforming both the TecDAX
and Nasdaq 100 indices of leading tech stocks. Furthermore, Software AG stepped up investor-
relations activities during the third quarter. We alsc made a significant contribution to Deutsche
Bérse’s XBRL initiative: We delivered our reports in the new format and provided backbone tech-
nology for the new system - helping to improve the transparency and effectiveness of German
financial markets.

Stock markets sensitive to oil price However, despite the broader economic woes,
Once again in the third quarter of 2004, the price Software AG shares bucked the trend to continue
of oil was the key macro-economic factor on global  the positive development of the first six months.
bourses. As the cost of ‘black gold” continued to Having ended 2003 at €16.30, stock closed trading
escalate, the economic outlook worsened. Major on September 20 at €26.51 - significantly out-
indices such as the Dow Jones and DAX were performing tech-stock benchmarks TecDAX and Nas-
affected, posting negative third-quarter develop- daq 100. These indices posted losses of 8 percent
ment. Tech stocks also took a tumble, with consid- and 4 percent, respectively.

erable losses for the TecDAX and Nasdag 100
between July and September.

Comparison of Software AG share performance with the TecDAX and Nasdag 106 over the first nine months of 2004
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Increased interest from US investors

We stepped up IR activities in the third quarter,
making important contacts at investor conferences
and roadshows in Germany and teading European
financial centers. However, these events were not
restricted to Europe: We responded to increased
US interest by holding two investor conferences in
New York. In the future, we will increase efforts
to attract investment from North America.

The number of analysts providing coverage of
Software AG shares remained high in the third quar-
ter, at 21. Positive recommendations remained at
16, following publication of third-quarter results on
October 28. Four analysts rated the stock as “sell”
or “underperform”. One “hold” was downgraded to
a “sell”. And there is one remaining “hold” recom-
mendation. The average target price was €30.

Quarterly reports available in innovative new
XBRL format

Since October 2004, Software AG quarterly reports
have been available in a new format: The traditional
HTML, PDF, and print Versions are now supplemented
by XBRL (eXtensible Business Reporting Language).
XBRL is a freely available XM(-based standard for

Software AG stock

handling corporate financial information, designed
to significantly streamline the exchange and com-
parison of data. The new language enables direct
access, rapid availability, and automatic processing.
This benefits financial institutions, investors, com-
panies, and analysts. This will cut the costs of gen-
erating, publishing, and distributing financial data.
Furthermore, automatic conversion, rather than
manual transfer, will increase the quality and inte-
grity of data.

We are also supporting Deutsche Borse’s pilot XBRL
project with essential technology expertise: Financial
reports uploaded to the DB system are saved and
managed using our latest Tamino XML Server soft-
ware. And Software AG has also been tasked with
operation of the XBRL portal for the German stock-
exchange organization.

This project provides further evidence that our
innovative solutions are successfully gaining ground
in the marketplace.

For further information on the XBRL initiative and to

view quarterly reports in the new format, visit
http//xbrl.deutsche-boerse.com/xbil/index-en.htmi.

September 30, 2004  September 30, 2003
Share price (XETRA closing, in €) 26.51 15.57
No. of shares 27,266,752 27,266,752
Market capitalization (in € millions) 723 425
52-week high/low (in €) 28.17/17.30

Frankfurt (Prime Standard/TecDAX), ISIN DE 0003304002, ticker SOW
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Businass development stable, profits rising

The positive trend of the first six months continued into the third quarter of 2004. Cnce again,
Software AG enjoyed significant gains in terms of profitability, with dynamic growth in its

important license business.

Third-quarter earnings before interest and tax
(EBIT) outperformed the corresponding 2003 figure
by 34 percent, at €21.0 million. Earnings before tax
(EBT) rose to €21.9 million. The bottom line impro-
ved by 95 percent: Net profit totaled €12.7 million.
Adjusted far currency transiation effects, total reve-
nues matched 2003 levels, at €96.6 million. How-
ever, the high-margin licensing segment posted an
above-average gain of 10 percent.

Strong license sales across both business lines
Between July and:September, new software licen-
ses generated €25.1 million (€22.9 million in Q3
2003). The lion’s share was attributable to Enter-
prise Transaction Systems (ETS), which enjoyed

10 percent growth to €17.5 million. This business
line, which is focused on mainframe modernization,
profited from the positive customer response to
our innovative product packages. For example, the
packages designed to increase the productivity and
performance of IT'systems, launched in the first
half of the year, as well as the Adabas SQL Gateway,
contributed over €1 million.

In the systems integration segment, licensing reve-
nues gained 2 percent to €5.2 million. In this area,
too, the enhanced offering prompted an increase in
demnand. However, the new, optimized XML Business
Integration portfolio remains relatively new to the
marketplace; its full impact on sales figures will not
be felt until 2005.

¢ License sales by product line

Third-quarter product revenues (licensing and main-
tenance) amounted to €71.1 million (€71.2 million
in Q3 2003). Maintenance services generated
€46.0 million (€48.3 million). Adjusted for currency
effects, this is a 1 percent fall. Revenues from pro-
fessional services totaled €25.2 mitlion (€27.1 mil-
lion), impacted by the sluggish German market and
the traditional dip in sales at this time of year in
Southern Europe.

Buoyant license trade in Europe

In spite of weak economic fundamentals in the
eurozone, third-quarter revenues outperformed
2003 figures by 7 percent in Southern and Western
Eurape, and by 5 percent in Central and Eastern
Europe. Both regions posted above-average gains
in the key licensing segment. in Southern and Wes-
tern Europe, license sales increased by 56 percent,
and in Central and Eastern Europe by 61 percent -
accounting for nearly one third of both regions’
total revenues.
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Revenues by region

€ millions Q3 2004 Q3 2003
Americas 29.6 345
Southern and Western Europe 26.6 249
Central and Eastern Europe 233 221
Northesn Europe, Asia/Pacific, South Africa 17.2 17.3

In Northern Europe, Asia/Pacific, South Africa,
revenues were unchanged over 2003. Business was
muted in the USA, as public-sector organizations
delayed spending decisions in the run-up to the
presidential elections.

Profitability

Increased efficiency drives earnings growth

The Company's streamlined cost base continued to
generate significant savings during the third quarter.
Allied with improved operating margins, this led to
significant profit growth. Earnings before interest,
tax, and exceptional items (EBIT) rose to €21 million,
and EBIT margin to 22 percent. Earnings before tax
(EBT) climbed by more than one third to €21.9 mil-

Earnings development ’

lion. Earnings pef share nearly doubled, climbing to
€0.47 (€0.24 in Q3 2003). Consolidated net profit
increased to €12.7 million (€6.5 million), or 13 per-
cent of revenues.

As a resuit of a marked upturn in high-margin
license sales, EBITA quadrupled in Central and East-
efn Europe to €4.2 million. In the Americas region,
operating earnings, at €9.2 million, remained at
2003 levels, in spite of a dip in revenues. Investment
relating to the penetration of the South American
market, combined with increased R&D spending to
localize solutions for the Spanish market, led to
EBITA slipping in the Southern and Western Europe
region to -£0.6 million (€1.7 million in Q3 2003).
In Northern Europe, Asia/ Pacific, South Africa, ope-
rating earnings fell by €0.9 million to €4.0 million.

€ millions Q3 2004 Q3 2003
EBIT 21.0 15.7
EBT 21.9 16.4
Consolidated net profit 12.7 6.5
Earnings per share (€) 0.47 0.24
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Strategic progress

Integration solutions take offering to a new level
One of the cornerstones of our growth strategy is
the continuous development of the Software AG
service portfolio, based on future customer and mar-
ket needs. The XML and ETS portfolios have been
optimized to give them a greater focus on customer
needs, and we are now adding XML Integration
Solutions. The XML offering previously centered on
integration products and services, but in 2004 we
added two new levels: Level 3 comprises Integration
Packages, forming a horizontal technology platform;
level 4 includes additional vertical solutions. The
higher the level, the greater the added-value for
customers.

Level 4 is based on industry-specific solutions
developed in the regions, which we adapt to the
needs of international markets. During the third
quarter, this led, in particular, to new financial ser-
vices, healthcare, and public-sector solutions.

In the Enterprise Transaction System segment, we
launched Adabas Replication Server during the third
quarter. This innovative product was developed in
response to the needs of 28 individual customers
around the world, and reflects our customer-driven
qo-to-market strategy.

Growth via geographical diversification

There are exciting growth opportunities for
Software AG in the emerging markets, particularly
Eastern Europe, China, and South America. The
Company has now directly entered the South
American market and has already won major con-
tracts with high-profile reference customers in
Chile: we are providing consulting services to the
Chilean government on the implementation of XML
as a standard integration tool, with advice and sup-
port for the Health Ministry regarding the possibilities

offered by e-gavernment. Other customers include
the national post office organization and two major
healthcare companies that operate hospitals and
GP practices.

Expanded partner network

Software AG and Novell, Inc. have formed a new
technology partnership for XML-based products
operating under Suse Linux. The two companies are
collaborating to create solutions for vertical markets.
Novell Alliance Partner status is helping Software AG
to become more innovative, providing greater
opportunities in the open-source space, and facili-
tating the penetration of new markets.

We also collaborated with Sun Microsystems on
two major XML integration projects in the UK: A
Linux portal was implemented at Dorset County
Council, and Tewkesbury Borough Council received
a new solution to aid compliance with the UK Gov-
ernment’s electronic-service legislation. Our part-
nership with Shanghai 5A Technology Development
Co. Ltd. enabled us to win the Shanghai Government
as an important XML Business Integration customer.

7 XML i;ntggratiun Portfolio

ration Solutions

Government Financial Healthcare Publishing

- XML Integration Packages
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Breakdown of revenues

First nine months of fiscal 2004

Stable revenues with increased license sales
Consolidated revenues for the first three quarters of
2004 totaled €298.6 million. The slight year-on-year
dip in sales of 2 percent is solely attributable to the
buoyant euro. Adjusted for currency translation
effects, revenues rose by 1 percent. Product reve-
nues (licensing and maintenance) increased to
€214.6 million (£212.3 million in 2003). Licensing
alone generated €77.7 million (€68.7 million),
representing an increased share of total revenues
from 23 percent to 26 percent. On September 30,
2004, the Software AG Group employed 2,468 em-
ployees, 333 fewer than on September 30, 2003.

Earnings development

Ninefold increase in EBIT

There was a significant improvement in the
Software AG cost base during the period, with ad-
ministrative, sales, and R&D expenses falling by
€26.0 million over 2003 to €135.8 miition. The lar-
gesi percentage saving was realized for R&D costs,
which fell 22 percent, followed by administrative
cosls, down 18 percent.

EBIT, which rose from €9.4 million to €84.9 million,
includes exceptional income in the amount of
€24.5 million. This sum was generated by the sec-
ond-quarter divestment of Software AG's stock-
holding in SAP Systems [ntegration AG (SAP SI).

High cash flow, healthy balance sheet
Restructuring costs during the period were nearly
twice the 2003 figure, at €23.4 million. The organic
cash flow increased to €42.4 milfion (€40.9 miflion).
Free cash flow also rose, to €11.4 million (€5.7 mil-
lion},

Total assets climbed to €515.2 million (€494.2 mil-
fion), in spite of a reduction in fixed assets through
the SAP St share sale. Cash and cash equivalents
rose to 21 percent of assets, at €110.2 million
(€74.8 million in 2003). The Company has no bank
debt. The rise in equity, up at €312.7 million, took
the equity-to-totai-assets ratio to 61 percent

(53 percent in 2003).

€ millions September 30, 2004  September 30, 2003
EBIT 84.9 9.4
£BT 87.3 11.6
Net earnings 61.9 2.9
EPS (£) 2.27 on
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Growth strategy ensures bright future

Positive business development during the first nine months has clearly underlined the value of
our strategic decision to focus on two product lines. Software AG is now well placed to face the
challenges of 2005. But our growth strategy does not stop there: We intend to further expand
our portfelic, leverage international market opportunities, and strengthen our presence through

strategic partnerships.

Stable revenues and marked upturn in earnings
in 2004

Before currency effects, full-year consolidated reve-
nues are still expected to remain stable. However,
as a result of a successful drive to increase efficiency,
EBIT margin is on course to grow by over 20 percent,
with a 40 percent increase in EBIT, to approximately
€83 million. The divestment of our stockholding in
SAP Systems Integration AG (SAP SI) generated
further exceptional income of €24.5 million. EPS will
be in the range of £€2.75 to €2.85, including €0.88
attributable to the SAP Sl stock sale.

Doubie-digit revenues growth in the mid term
In 2005, we expect a slight increase in IT spending
to lead to single-figure growth. in the mid term,
however, we look forward to double-figure expan-
sion, with stable margins. Steady sales are forecast
in the mainframe segment, with growth projected
for XML Integration solutions. By tapping into new
markets, we hope to generate added momentum.
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Consalidated income statement for the nine months (e:nded September|30, 2004 (Janvary 1to Sebtember 30, 2004)

IFRS, unaudited

£ thousands Sep 30, 2004 Sep 30, 2003 3Q 2004 3Q 2003
Revenue
Products i 214,563 212,382 71,052 71,212

of which licensing . 77,663 638,747 " 25,057 22,929

of which maintenance 136,900 143,635 45,995 48,283
Professional services 91,368 25,222 27,064
Other 1,206 404
Total revenue [ 304,956 98,680
Total costs of sales -111,478 -32,903 -34,797
Gross profit | 193,478 63,732 | 63,883
Research and development -36,948 -47218 -11,353 -15,448
Sales, marketing and distribution - 65,414 - 74,006 -22,346 -23,305
Administrative costs ~ 40,635 -11,321 - 12,968
Total operating expenses ~ 161,859 e
Other income /expenses - 477 9,576 2,321 3,585
Restructuring expenses 0 ~31,780 0 0
Income from sale of SAP-S1 shares 24,539 0 0 0
interest income /expenses 2,345 2,200 845 679
Profit before tax ' 87,267 11,615 21,878 16,426
Taxes ~ 25,366 -8717 ~-9,137 -9,967
Net income : LERAOY 2,898 o < 6,459
Earnings per share (EUR, basic) 2.27 0.11 0.47 0.24
tarnings per share (EUR, diluted) 2.27 0.11 0.47 0.24
Weighted average shares outstanding (basic) 27,266,752 27,266,752 27,266,752 27,266,752

Weighted average shares outstanding (diluted) 27,266,752 27,266,752 27,266,752 . 27,266,752
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Consolidated balance sheet as of September 30, 2004

IFRS, unaudited

Dec 31, 2003

€ thousands Sep 30, 2004 Sep 30, 2003
Assets
A. Cash and cash equivalents
1. Cash on hand and bank balances 58,465 53,083
2. Securities 16,342 21,076
74,807 74,159 !
B. Current assets
1. lnventories 356 360 387
2. Trade receivables 126,120 113,483 124,578
3. Other receivables and other assets 7,043 6,974 7,701
B35 120,817 132,666
C. Fixed assets
1. Intangible assets 1,306 1,047 1,491
2. Goodwill 176,472 176,551 176,472
3. Property, plant and equipment 44,853 48,537 47,880
4. Financial assets 6,182 21,629 25,028
SE 247,804 250,871
D. Deferred taxes 43,348 44,959
E. Deferred expenses 6,957 6,476
Total assets a4pe.233 509,151
Equity and liabilities
A. Current liabilities
1. Current financial liabilities 3,757 5,826 6,546
2. Trade payables 17,508 19,420 26,770
3. Other current liabilities 18,291 24,810 25,294
4. Current provisions 46,496 60,247 77,79
L IBB08R 110,303 136,401
8. Non-current liabilities
1. Non-current financial liabilities 3,887 5,268 4,356
2. Trade pavyables 0 Q 22
3. Other non-current liabilities 3,615 3,641
4. Provision for pension 19,047 19,666
5. Non-current provisions 4,09 5,596
32,021 33,281
C.  Deferred taxes 15,303 12,798
D. Deferred income 74,182 57,330
E. Minority interest 159 126
F. Equity
1. Share capital 81,800 81,800 81,800
2. (apital reserve 132 132 132
3. Retained earnings 156,454 149,358 149,358
4. Consolidated income 61,901 2,898 7,096
5. Currency translation differences - 26,870 -20,300 -32,340
6. Other comprehensive income 39,328 48,377 63,149
l 745 262,265 269,195
Total equity and liabilities 94,833 509,137
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Statement of cash fiows for the nine months ended September 30, 2004 (January 1 to September 30, 2004)

IFRS, unaudited
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€ thousands Sep 30, 2004 Sep 30, 2003 3Q 2004 3Q 2003
Income after taxes ‘ 61,901 2,898 12,741 6,459
Depreciation : 6,784 8,692 2,253 2,635
Income from sale of SAP-SI shares : -24,539 0 0 0
Income from sale of other assets ‘ 23 379 237 16
Interest result . -2,345 ~ 2,200 - 846 -679
Income taxes 24,146 7,090 8,778 9,466
Cash generated from operations . 66,178 16,859 23,163 17,897
Changes in inventaries, receivables and

other current assets . ~-1,073 16,978 11,770 16,371
Changes in payables and other liabilities : -34,012 - 1,386 -22,317 -26,252
Income taxes paid . -17,637 - 23,695 -10,861 ~6,924
Interest paid - 693 - 949 -174 -317
Interest received 2,928 3,010 996 930
Net cash used in/provided by operating activities . 15,691 10,817 2,577 1,705
Cash received from the sale of tangible/

intangible assets 72 699 16 152
Investments in tangible/intangible assets -3,480 ~4,081 ~1,564 ~1,100
Cash received from the sale of finandial assets 26,273 21 138 15
Investments in financial assets - 846 -1,033 -98 -195
Net cash used in/provided by investing activities 22,019 -4,394 -1,5M1 -1,128
Proceeds from issue of minority share capital ' 0 159 0 159
Repayment of loans from acquisitions and

other finance liabilities -2,308 -5111 -81 -678
Net cash used in/provided by financing activities -2,308 -4,952 -81 -519
Change in cash funds from cash relevant transactions 35,402 1,471 255 58
Adjustment from currency translation . 687 -2,087 - 473 -313
Net change in cash and cash equivalents 36,089 -616 -218 - 255
Cash and cash equivalents at the beginning of the period 74,159 75,423 110,466 75,062
Cash and cash equivalents at the end of the period 110,248 74,807 110,248 74,807




Q3/04 - Segment report 16

Segment report for the nine months ended September 30, 2004 (January T to September 30, 2004)

1FRS, unaudited

€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Eusope Europe, Eastern Europe functions,
Asia/Pacific, R&D and
South Africa Consolidation
Licenses 20,784 17,473 21,022 18,384 77,663 0
Maintenance 57,646 20,856 28,708 29,716 136,926 -26
Services 190,950 47,666 5,693 18,773 83,122 ~276
Other 279 365 101 100 845 357
Total revenue 89,699 86,360 55,524 66,973 298,556 55
EBITA 27,017 5268 14,163 10,921 57,369 3,014 '

Amortization

Interest result
Income from SAP-SI sale
Profit before tax

Taxes

Net income

Total revenue proportion per region 30.0% 28.9% 18.6% 22.5% 100.0%
Product revenue 78,430 38,329 49,730 48,100 214,589
Proportion per region 36.5% 17.9% 23.2% 22.4% 100.0%

Segment report for the nine months ended September 30, 2003 {January 1 to September 30, 2003)

IFRS, unaudited

€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Europe Europe, Eastern Europe functions,
Asia/ Pacific, R&D and .
South Africa Consolidation
Licenses 25,558 13,444 17,073 12,683 68,758 -1t 68,747
Maintenance 63,963 20,757 27,969 30,967 143,656 =21 143,635
Services 13,117 48,659 5,305 25,002 92,083 -715 91,368
QOther 108 118 313 118 657 549 1,206
Total revenue 102,746 82,978 50,660 68,770 305,154 -198 304,956
EBITA 28,527 7,827 12,819 3,623 52,796 -11,601 41,195
Amortization 0
Interest result ' 2,200 |
Restructuring expense : -31,780
Profit before tax 11,615
Taxes -8,717
Net income ' 2,898
Total revenue proportion per region 33.7% 27.2% 16.6% 22.5% 100.0%
Product revenue 89,521 34,201 45,042 43,650 212,414

Proportion per region 42.1% 16.1% 21.2% 20.6% 100.0%
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S:egment report for Q3 2004 (July 1 to September 301, 2004)

IFRS, unaudited

i

€ thousands Americas  Southern and Northern  (entral and Total Central . Total Group
Western Europe Europe, Eastern Europe functions,
Asia/Pacific, R&D and
South Africa Consolidation
Licenses 7,164 5,383 5,381 7,130 25,058 -1 !
Maintenance ; 18,953 7,171 10,096 9,777 45,997 -2
Services | 3,496 13,399 1,695 6,295 25,385 -163
Other | 5 150 35 57 247 114
Total revenue ' 29,618 26,603 17,207 23,259 96,687 -52
EBITA 9,230 -573 4,017 4,234 16,508 4,125
Amortization

Interest result
income from SAP-SI sale

Profit before tax

Taxes

Net income

Total revenue proportion per region ) 30.6% 27.5% 17.8% 24.1% 700.0%
Product revenue 26,117 12,554 15,477 16,907 71,055
Proportion per region 36.7% 17.7% 21.8% 23.8% 100.0%

Segment report for Q3 2003 (juiy 1 to September 36, 2003)
I

IFRS, unaudited i

€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Europe Eurape, Eastern Europe functions,

Asia/ Pacific, R&D and

South Africa Consolidation
ticenses 3,842 3,447 6,248 4,437 22,974 - 45 22,929 |
Maintenance 21,475 7,124 9,180 10,518 48,297 -14 48,283
Services 4,076 14,210 1,865 7,066 27,217 -153 27,064
Other 60 75 43 34 212 192 404
Total revenue 34,453 24,856 17,336 22,055 98,700 -20 98,680
EBITA 9,270 1,677 4,904 938 16,789 ~1,042 15,747 |
Amortization | 0
Intesest result : 679 |
Restructuring result 0 |
Profit before tax : 16,426 |
Taxes ] -9,967 |
Net income : 6,459 |
Total revenue proportion per region 349% 25.2% 17.6% 22.3% 100.0%
Product revenue 30,317 10,571 15,428 14,955 71,271
Proportion per region 42.5% 14.8% 21.7% 21.0% 100.0%
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Statement of changes in equity for the nine months ended September 30, 2004 (January 1 to September 30, 2004)

IFRS, unaudited

€ thousands Shares Capital Retained Consolidated Currency Other Total
Number Share reserve earnings income translation  comprehen-
capital differences  sive Income
As of
January 1, 2004 27,266,752 81,800 132 156,454 0 - 32,340 63,149
Consolidated income for
the period 61,901
Currency translation
differences 5,470
Measurement of
financial assets -18,112
Currency translation -5,709
As of September 30, 2004 27,266,752 81,800 132 156,454 61,901 - 26,870 39,SZFL[ “3ILTA5

Statement of changes in equity for the nine months ended September, 2003 (January 1 to September 30, 2003)

IFRS, unaudited

€ thousands shares Capital Retained (Consolidated Currency Other Total

Number Share reserve earnings income translation  comprehen-

capital differences  sive Income

As of
January 1, 2003 27,266,752 81,800 132 149,358 0 [ 27,639 258,929
Consolidated income of
the period 2,898 2,898
Currency translation .
differences -20,300 -20,300 '
Measurement of
financial assets
Currency translation 20,738 20,738
As of September 30, 2003 27,266,752 81,800 132 149,358 2,898 - 20,300 48,377 262,265
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Accounting principles

Basis

Since the beginning of 2004, the consolidated finan-
cial statements of Software AG have been prepared
in accordance with the International Accounting
Standards Board’s {IASB) International Accounting
Standards (1AS) and International Financial Repor-
ting Standards (IFRS). Software AG complied with
the 1AS and IFRS, and IFRIC {International Financial
Reporting interpretations Committee, formerly SIC)
interpretations applicable on December 31, 2003.

Figures in the consolidated financial statements
are, unless otherwise stated, quoted in thousands
of euros (€ thousands).

Principals of consolidation

The consolidated financial statements include
Software AG and companies under its control.
Control is generally taken to be proven where the
Group holds, directly or indirectly, the majority of
voting rights for authorized capital in a company,
and/or can determine the fiscal or business policy
of the company.

The financial statements of consolidated companies
are compiled according to consistent accounting
and valuation principles.

Subsidiaries established by Software AG are con-
solidated on the date they are formed. However,
first-time consolidation occurred after the date of
foundation for SAG-E, SAG-P SAG-(H, and Soft-
interest Holding AG - which were consolidated for
the first time in 1994 - as well as for Asian
subsidiary SQL and for SAG-IRL.

The first-time consolidation of all companies was
undertaken using the book value method. Subse-
quent consolidation is derived from the figures
ernployed for first-time consolidation.

Debit balances arising from capital consclidation
and relating sclely to goodwill from acquisitions
before January 31, 2001, were netted against capi-
tal reserves, pursuant to Section 309, Subsection 1,
of the German Commercial Code (HGB). Goodwill
from acquisitions after January 31, 2001, is capi-
talized, and amortized cver ten years. In accor-
dance with the option granted by IFRS 1.14, the
Company has not applied IAS 22 retrospectively,
but has continued to use the figures for mergers
and acquisitions posted according to HGB.

Revenue, expenses and income, receivables, liabil-
ities, and provisions arising between consolidated
companies have been eliminated. intercompany
earnings from services provided within the Group
were also eliminated where these were not rea-
lized from services to third parties.

Consolidated companies

On May 13, 2004, Software AG established SAG
Systemhaus S.L., Madrid, Spain, with subscribed
capital of €60 thousand. As of this date, the

new company was consolidated as part of the
Software AG Group. This was the only change to
the scope of consolidation since December 31, 2003.

Estimates and assumptions

In a very limited number of instances, estimates
and assumptions were made which could impact
the statement and figures posted for balance-sheet
assets, debt, income, expenses and contingent
liabilities. True values may deviate from these
estimates and assumptions.
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Currency translation

The financial statements of foreign subsidiaries are
translated using functional currencies: As these
companies have organizational, financial, and com-
mercial independence, the respective local currency
is identical to the functional currency. Assets and
liabilities are translated according to the currency
exchange rate on the balance-sheet date, and
expenses and income according to monthly aver-
ages. Currency translation differences are posted as
such under equity, but not recognized in net profit
or loss for the period.

In the individual financial statements for consolida-
ted companies, foreign-currency items are transla-
ted on the balance-sheet date, and included in net
profit or loss for the period. Translation differences
from long-term intercompany net cash investments
in non-German companies are excepted from this
rule. These are posted as other comprehensive in-
come under equity, but not recognized in net profit
or loss for the period.

Cash on hand and bank balances
This item includes cash and short-term investments,
plus short-term cash equivalents.

Securities include short-term, highly liquid financial
investments which can be converted to cash at any
time, and which are only subject to immaterial
fluctuations in value.

Securities, financial assets, and derivatives
Financial assets are initially valued at the cost of
acquisition, including transaction costs. The subse-
quent valuation depends on their classification.

Financial assets which are available for sale are
valued according to their price on the balance-sheet
date (i.e. the fair market value). Gains or losses are
posted as other comprehensive income under
equity, but not recognized in net profit or loss for
the period.

Financial assets are recorded at their individual fair
market values where this is possible to calculate
and the assets have not been held until maturity.
Loans and receivables included under this item
which are not held for trading purposes, and assets
with no publicly available price on an active mar-
ket, where it is not possible to reliably calculate a
fair market price, are valued at the adjusted cost of
acquisition. All values are subject to reqular, objec-
tive impairment testing, and value impairment,
where it has occurred, is reflected in earnings for
the period.

Software AG uses hedging instruments to protect
against the risks posed by worldwide currency
fluctuations. Company policy is to hedge against
currency risks in their totality, and not take specific
action for each individual transaction. Open positions
in futures transactions are valued at the fair market
value, and stated on the balance sheet under other
assets or current provisions. Changes in the fair
market value of derivative instruments used to off-
set the cumulative change in expected future cash
flows from currency fluctuations are posted as other
comprehensive income until such time as the
underlying transaction is reclassified in net profit

or loss for the period.

The ineffective portions of cash-flow hedges, and
changes in the fair market value of derivatives
which do not fulfilt hedge accounting requirements,
are immediately recognized in net profit or loss for
the relevant year.

inventories

Inventories are recorded at the lower of cost of
acquisition /manufacture or net realizable value.
Net realizable value is the estimated amount that
would be raised from a sale during normal opera-
tions, less the estimated costs arising until manu-
facture is complete, less estimated sales costs.
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Trade receivables

Trade receivables are posted at the fair value
applicable when revenues are realized or services
provided, and valued at the net book value, less
any necessary value adjustments.

This item also includes unbilled services from pro-
jects for which a fixed price has been agreed, but
for which the percentage of completion method is
applied.

Other current assets
Other current assets are valued at cost of acquisi-
tion, which corresponds to fair market value.

Intangible assets

Concessions, industrial and similar rights and intan-
gible assets, and licenses to such rights are capital-
ized at cost of acquisition and amortized over their
useful economic lives according to the straight-line
method. These assets are reqularly subjected to
impairment testing.

Goodwill

Debit balances arising from capital consolidation as
defined by HGB are calculated according to book
value, with no disclosure of hidden reserves. Before
January 31, 2001, balances were offset against cap-
ital reserves, pursuant to Section 309, Subsection 1
of HGB. After this date, goodwill was capitalized
and amortized over ten years according to the
straight-line method. The term over which goodwill
is amortized is established at the time of the acqui-
sition, based on useful economic life. Software AG
applies IFRS 1.13, which allows the Company to
retain HGB valuations of goodwill arising before the
transition to [FRS accounting on January 1, 2003. in
accordance with IFRS 3, the historical HGB valuation
of goodwill was posted at €176,591 thousand on
this date. IFRS 3 requires that goodwill is no longer
amortized, but subject to annual impairment test-
ing and examination of future useful economic life.
The residual book value is written down to its fair
value where the value has been impaired.

Property, plant and equipment

Property, plant and equipment are stated at cost of
acquisition or manufacture less accumulated depre-
Ciation and impairment costs. Where items are sold
or scrapped, the relevant cost of acquisition and
accumulated write-downs are eliminated - any rea-
fized income /loss from the disposal of the asset is
shown on the income statement.

Tangible assets acquired for €410 or less are fully
written down in the year they are first posted.

Cost of acquisition /manufacture comprises pur-
chase price, including any customer payments and
non-refundable income tax, and costs that are
directly attributable to preparing the asset for its
intended use. Expenditure such as maintenance
incusred once the asset is in use is posted in the
period during which it is incurred. Subsequent
expenditure is only booked under assets where
this improves the condition of the asset beyond
its originally assessed standard of performance.
Financing costs are not included under cost of
acquisition /manufacture.

Property, plant and equipment are depreciated over
their useful economic lives according to the
straight-line method:

Buildings 50 years

Improvements to property 8 - 10 years
Office equipment 3 -13 years
Computer hardware and accessories 1~ 4 years

Useful economic lives and methods of depreciation
are periodically examined to ensure that theoretical
values correspond with actual expected values,

Assets under construction are allocated to unfinis-

hed property, plant and equipment, and stated at

cost of acquisition /manufacture. Depreciation only
takes place once manufacture is complete and the
asset is in use.
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impairment of the value of intangible assets
and property, plant and equipment

Where there is evidence that the value of intangi-
ble assets, property, plant and equipment has been
impaired, these are immediately written down to
their recoverable values, i.e. the higher of net rea-
lizable value and value in use. Value in use is the
cash value of forecast future cash flows from the
continued use of an asset and from disposal at the
end of its useful economic life.

Leasing

Fixed assets include assets provided under leasing
contracts. Software AG leases computer hardware
and accessories, and office equipment. In accordance
with 1AS 17, leasing contracts are classified, accord-
ing to opportunities and risks, as capital leases
(where the leased asset is allocated to the lessee)
or operating leases (where the leased asset is allo-
cated to the lessor).

Capital leases: Leased iterns are posted on the
balance sheet under both assets and leasing fiabili-
ties (at the same amount). The fair market value of
the leased item at the beginning of the contract

is used, or, where less, the cash value of the tota!
minimum leasing payments. Calculation of this cash
value is based on the interest rate of the overall
lease agreement, where this figure can be practi-
cally identified. Otherwise, the lessee’s threshold
barrowing interest rate is used. Capital leases are
amortized over their scheduled useful economic
lives according to the straight-line method. Future
lease installments are posted as financial liabilities.

Operating leases: Operating lease payments are
expensed throughout the life of the leasing agree-
ment.

Deferred taxes

Tax assets and liabilities are deferred according to
the balance-sheet liability method for temporary
differences between figures stated for tax purposes

and those on the consolidated balance sheets.
Taxes are also deferred on loss carryforwards.

Deferred taxes are calculated according to the tax
rate expected to apply in the year in which they
will be realized. Dividends are only included once
the annual shareholders’ meeting has voted on the
use of earnings.

Deferred tax assets and liabilities are not discounted.

The book values of deferred taxes are regularly
examined and, where necessary, adjusted.

Prepaid expenses

This item includes prepayments made by Software
AG within the scope of license and rental agree-
ments. Amounts are reversed and booked as ex-
pense in the accounting period when the service is
delivered to Software AG.

Liabilities
Short-term liabilities are stated at their repayment
or fulfillment value.

Long-term liabilities are stated at adjusted cost of
acquisition, calculated according to the effective
interest method, i.e. by discounting expected future
repayments.

Pravisions

Provisions are formed where the Company has a
de jure or de facto obligation to a third party arising
from an event in the past, where it is likely that
the Company will have to settle this obligation, and
a reliable estimate can be made of the value of the
liability. Estimates are subject to regular examination
and, where necessary, adjustment.

Where the effect of the time value of money is
material, the amount of a provision is the present
value of the expenditures expected to be required
to settle the obligation.
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Provisions for pensions

Software AG operates both defined-benefit and
defined-contribution pension plans. The actuarial
calculation of provisions for pensions follows the
projected unit credit method described in 1AS 19,
whereby expected future increases in pensions and
salaries are also included.

For the defined-contribution plan, Software AG has
no obligations beyond its undertaking to pay all
contributions to earmarked funds.

Deferred income

Deferred income includes prepayments from
customers for maintenance services. Amounts are
reversed and posted as revenues in the period
Software AG delivers the service.

Other comprehensive income

Other comprehensive income comprises differences
arising from the transfation of the financial state-
ments of commercially independent non-German
subsidiaries, and effects from the valuation of fina-
ncial instruments. Also included are translation
differences from cash positions that are primarily
part of 3 net investment in a commercially inde-
pendent non-German subsidiary. Figures are quoted
after tax.

Equity
Development of shareholders equity is shown on
page 18.

In addition, contingent capital at September 30, 2004,
comprised the following amounts:

1.) Up to €3,357 thousand in up to 1,118,962 no-
par value shares, reserved to cover subscription
rights granted under the first share-option plan
{Management Incentive Plan I, MIP 1} for Execu-
tive Board members and senior executives of
the Software AG Group. The terms and conditi-

2)

w

ons of this plan, as well as the numbers of
shares allocated/exercised, are given on
page 32.

Up to €3,000 thousand in up to 1,000,000 no-
par value shares, reserved to cover subscription
rights granted under the second share-option
plan (Management incentive Plan i, MIP If)

for Executive Board members and senior exe-
cutives of the Software AG Group. The terms
and conditions of this plan, as well as the num-
bers of shares allocated /exercised, are given
on page 32.

.J Up to €13,515 thousand in up to 4,505,000 no-

par value shares, reserved to grant option rights
to holders of warrants from cum-warrant bonds,
and to grant conversion options to holders of
convertible bands in accordance with the bonds’
terms. The Executive Board is authorized to
issue such bonds, with a term of up to 10
years, once or more than once in the period to
April 27, 2006, up to a total nominal value of
€500,000 thousand. The Executive Board had
not made use of this authorization by Septem-
ber 30, 2004. At the annual shareholders’
meeting on April 30, 2004, the entitlement to
draw on this capital was withdrawn and re-
placed by that detailed under section 4 below.

4.} Up to €36,000 thousand in up to 12,000,000

bearer shares, each with a €3 share of capital
stock, reserved to grant option rights and to
agree option obligations arising from cum-
warrant bonds, and to grant conversion options
and option obligations to holders of convertible
bonds in accordance with the bonds’ terms
(agreed at the annual shareholders’ meeting on
April 30, 2004). Subject to the approval of the
Supervisory Board, the Executive Board may
authorize the exercise of these rights by
Software AG or a (directly or indirectly) wholly
owned subsidiary by April 29, 2009.
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In this instance, shareholders are entitled to pre-
emptive subscription rights, with the following
exceptions:

® The Executive Board is authorized to exclude
fractional amounts.

@ Subject to the approval of the Supervisory Board,
the Executive Board is authorized to totally ex-
clude shareholders” subscription rights in the fol-
lowing instance: Where, upon due examination,
the issue price of options or convertible bonds is
not thought to be significantly less than its hypo-
thetical market value (j.e. such value being cal-
culated by accepted financial industry methods).
However, this right to exclusion only applies to
options and convertible bonds with rights or obli-
gations for shares totaling no more than £8,180
thousand, or, where lower, 10 percent of capital
stack at the time the subscription rights are
excluded.

The Executive Board had not made use of this
authorization by September 30, 2004.

At the balance-sheet date, the Executive Board is
further authorized, with the consent of the Supervi-
sory Board, to increase the Company’s subscribed
capital by up to €37,989 thousand once or maore
than once in the period to April 27, 2006, by is-
suing up to 12,663,036 registered shares against
cash and /or non-cash contributions (authorized
capital). With the exception of the cases detailed
below, shareholders will be granted pre-emptive
subscription rights:

@ The Executive Board is authorized to exclude
shareholders” preemptive subscription rights with
respect to fractional amounts.

The Executive Board is further authorized, with
the consent of the Supervisory Board, to exclude
shareholders’ pre-emptive subscription rights

with respect to capital increases against non-cash
contributions effected for the purpose of
acquiring participations, holdings, companies or
business units.

o The Executive Board is also authorized, with

the consent of the Supervisory Board, to exclude
shareholders’ pre-emptive subscription rights
provided that the capital increase against cash
effected on the basis of this authorization does
not exceed 10 percent of the subscribed capital
at the time this authorization is first exercised,
and provided that the issue price is not signifi-
cantly lower than the market value.

o Finally, the Executive Board is autharized, with

the consent of the Supervisory Board, to exclude
shareholders’ pre-emptive subscription rights
with respect to a nominal amount not exceeding
£€6,503 thousand in order to offer new shares to
employees of Software AG and its affiliated com-
panies (in accordance with sections 15 ff. of the
German Stock Corporation Act) under an employee
share option plan. The new shares can also be
transferred to a bank on condition that sale is
restricted to entitled persons in accordance with
the Company’s instructions.

At September 30, 2004, the Executive Board had not
exercised its power to increase subscribed capital.

Revenues

Software AG primarily generates revenues from
software licenses (for unlimited periods of usage),
maintenance, and other services. Incoming monies
from software licenses are only posted as revenues
once a contract has been signed with the customer,
all possible rights of return have expired, the soft-
ware has been supplied, and a price has been agre-
ed or can be established, and there is sufficient pro-
bability that payment will be made.

Maintenance revenues are prorated over the period
of service provision.
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Revenues from contract work invoiced according to
man-hours are recognized once the services have
been provided by Software AG.

Pursuant to IAS 11 and IAS 18, revenues from fixed-

price service contracts are recognized according to
the percentage of completion method where the

revenues can be reliably measured, there is suffi-
cient probability that Software AG will receive the
economic benefits of the transaction, and that

alt related costs expected until completion of the

service can be reliably measured.

Revenues figures are net of all discounts and
rebates.

Costs of manufacture

Costs of manufacture include all production-related
costs on the basis of normal utilization levels. They
include individual unit costs that can be directly
allocated to projects, plus fixed and variable over-
heads. Borrowing costs are not capitalized in costs
of acquisition /manufacture. No unscheduled write-
downs on inventories were required during the
reporting period.

Research and development costs
Research and development costs are expensed in
the income statement as they are incurred.

The creation of and subsequent improvements to
software involve closely linked research and deve-
lopment phases. Accordingly, it is not possible to
strictly separate expenses incusred for research
from those incurred for development. Consequently
the criteria for separately reporting development
costs laid out in 1AS 38, Section 41, in conjunction
with 42, cannot be met.

Sales, marketing and distribution
These include personnel and materials costs, write-
downs, and advertising expenses.

Administrative costs
These include personnel and materials costs, and
applicable depreciation and amortization.

Earnings per share

Earnings per share are calculated by dividing net
income allocable to shareholders for the period by
the weighted number of shares outstanding during
the period. Software AG only has common stock.
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Notes on the first:time application of 1AS /IFRS

Accounting and valuation

Pursuant to IFRS 1, International Accounting Stan-
dards (1AS)/International Financial Reporting Stan-
dards (IFRS) are applied retrospectively upon their
initia) adoption. Figures from previous periods are
adjusted accordingly to allow effective comparison.

New standards published as part of the Internation-
al Accounting Standards Board Improvement Pro-
ject in December 2003, whose application is not
compulsory until January 1, 2005, have not been
employed for these financial statements.

0Of the new standards published during the pre-
vious quarter, whose application is not compulsory
until January 1, 2005, or later, Software AG chose
to apply the provisions of IFRS 3 relating to the
impairment testing of goodwili to these financial
statements.

Application of IAS/IFRS involves the following ma-
terial deviations from the accounting and valuation
principles set out in German law:

& Goodwill is no longer amortized, but subject to
reqular impairment testing

Securities available 'for sale are valued at their
fair market value, even where this exceeds the
cost of acquisition. Gains and losses are included
in other comprehensive income under equity,
but are not recognized in net profit or foss.

]

Derivative instruments are valued at their fair
market value, even where this exceeds the cost
of acquisition. Both gains and losses are recog-
nized in net profit or loss for the period.
Revenues are recognized according to the per-
centage-of-completion methad.

Propertyis depreciated according to its useful
economic life, and not according to tax scales.
Capital leases, according to the more restrictive
{FRS provisions, are posted as assets and leasing
liabilities.

Provisions are only formed where obligations to
third parties exist, and where the probability that
these obligations will be fulfilled is at least 50 per-
cent. Medium and long-term provisions are stated
at cash values. Provisions are not formed for fail-
ure to perform maintenance or for other expenses.
Provisions for pensions are formed according to
the projected unit credit method.

Deferred taxes are calculated according to the
balance-sheet liability method. Deferred taxes

on loss carryforwards are formed where the
Company expects to be able to make use of
these loss carryforwards.

Cash pasitions in foreign currencies are valued

at the balance-sheet-date rate and recognized in
net profit or loss for the period. However, trans-
lation differences from long-term intercompany
net cash investments in non-German companies
are posted in other comprehensive income under
equity, but are not recognized in net profit or loss
for the period.
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Balance-sheet reconciliation on January 1, 2003 (HGB to IFRS)

i
|

€ thousands HGB  Income statement/ Reclassifications IFRS
equity
Note Jan 1, 2003 related changes Jan 1, 2003
Assets
A. (ash and cash equivalents
Cash on hand and bank bafances 75,423 0
Securities 0 0
*' 75,423 0

B. Current assets

Inventories (1) 4,628 0 -3,873 755
Trade receivables (H 122,160 616 3,873 126,649
Other receivables and other assets 2) 10,395 1,048 o 11,443
1 137,183 1,664 ‘ :
C. Fixed assets
Intangible assets 1,551 0 0 1,551
Goodwill 176,591 0 0 176,591
Property, plant and equipment 3) 37,000 15,776 0 52,776
Financial assets (4) 5,937 9,909 0 15,846
; 221,079 25,685 0
D. Deferred taxes (5) : 188 38,060 0
E. Deferred expenses . i 6,947 0 0
Total assets | “' 47 08820) BEAT®
Equity and liabilities
A. Current liabilities
Current financial liabilities (6) 3,395 3,016 0 6,411
Trade payables (7) 13,992 0 8,474 22,466
Gther current liabilities (7) 18,046 0 12,934 30,980
Current provisions (8) 97,950 -16,110 - 28,413 53,427
] 133,383 - 13,094 -7,005 ;
8. Non-current liabilities
Non-current financial liabilities (6) 0 8,395 0 8,395
Trade payables 0 0 0 0
Other non-current liabilities (7) 448 0 3,393 3,841
Provisions for pensions 9 8,781 10,653 0 19,434
Non-current provisions () 0 0
j 9,229 19,048
C. Deferred taxes 5y @ 2,012 14,994
D. Deferred income Lo 81,728 0
E.  Equity
Share capital 81,800 0 1] 81,800
Capital reserves 132 0 [t} 132
Retained earnings 132,959 34,552 -18,153 149,358
Consolidated income 0 0 0 0
Currency translation difterences -423 0
Other comprehensive income (10) 0 9,909
L 214,468 44,461

Total equity and liabilities o BZA00
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Notes on the balance-sheet reconciliation from
HGB to IFRS (January 1, 2003):

(M

Work in progress as defined by HGB was reco-
gnized and posted as non-invoiced receivables
according to the percentage of completion
methed (including margin).

Derivative instruments are valued at fair mar-
ket value, even where this exceeds the cost of
acquisition.

Depreciation of property was adjusted to take
account of expected useful economic life.
Assets from capital leases were capitalized.
This change is a result of the fair-market
valuation of securities. The change is included
in other comprehensive income under equity,
but not recognized in net profit or loss for the
period.

Deferred tax assets are primarily formed for
loss carryforwards and pravisions. Deferred tax
liabilities are primarily formed for deferred
expense and property, plant and equipment.
Long and short-term financial fiabilities include
capitalized liabilities from capital leases.

‘ Recondiliation of equity on January 1, 2003 (HGB 1o IFRS)

@)

(&)

©)

Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
IFRS.

The adjustment of provisions (recognized in
net profit or loss) primarily comprises dis-
solved provisions for expenses {maintenance,
quarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Reclassifications compri-
se provisions which, according to IFRS, are to
be posted as liabilities. See alsa note (7).

The increase in pension provisions is primarily
a result of the requirement under IFRS to in-
clude indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28
of the tntroductory Act to the German Com-
mercial Code (EGHGB).

(10) Other comprehensive income includes unrea-

lized gains from the fair-market valuation of
securities and differences from the translation
of long-term intercompany cash positions in
foreign currencies (i.e. not in euros).

€ thousands Note

Equity in accordance with HGB as at Jan 1, 2003 214,468
Revenue fecognised according to percentage of completion (M 616
Depreciation of buildings (3) 8,884
Finance leases (3), 6 -4,519
Market value of securities and financial derivatives (2), (4) 10,957
Deferred tax assets (5) 38,060
Adjustments to other accruals (8) 16,110
Adjustments ot pension accrual 9) - 10,653
Deferred tax liabilities {5) - 14,994

Equity in accordance with IFRS as at Jan 1, 2003

| 38 |
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Balance-sheet recondiliation on September 30, 2003 !(HGB to IFRS)

€ thousands HGB  Income Statement/ Reclassifications IFRS
equity
Note September 30, 2003 related changes September 30, 2003
Assets
A. (ash and cash equivalents
Cash on hand and bank balances 58,465 0 0 58,465
Securities 16,342 1]
; 1 74,807
B. Current assets
Inventories {1) 4,323 0 ~3,963 360
Trade receivables (n 108,582 938 3,963 113,483
Other receivables and other assets (4 6,150 784 0 5,974
j I 119,095 1,722
C. Fixed assets
Intangible assets 1,047 0 0 1,047
Goodwilt ) 160,202 16,389 [ 176,591
Property, plant and equipment 3) 34,518 14,019 0 48,537
Financial assets (4) 6,950 14,679 0 21,629
[ 202,717 45,087 0
0. Deferred taxes (5) | 23,794 20,054 0
E. Deferred expenses : | 6,957 0 0
Total assets i i 427,379 ®
Equity and liabilities
A. Current liabilities
Current financial liabilities (6) 2,810 3,016 0 5,826
Trade payables (7) 12,114 4 7,302 - 19,420
Other current liabilities (7) 12,730 0 12,080 24,810
Current provisions (8) 92,073 ~ 4,960 - 26,866
: 1 119,727 - 1,940 - 7,484
B. Non-current liabilities
Non-current financial liabilities (6) 0 5,268 0 5,268
Jrade payables 0 0 0 0
Other non-current liabilities (%) 222 0
Provisions for pensions (9) 8,394 10,653
Non-current provisions N 0 0
P 8,616 15,921
C. Deferred taxes 5y | 1,021 14,282
0. Deferred income Lo 74,182 0
E.  Minority Interest I 159 0
F. Equity
Share capital 81,800 0 0 81,800
Capital reserves 132 0 0 132
Retained earnings 146,017 21,494 -18,153 149,358
Consolidated income - 3,485 2,426 3,957 2,898
Currency transtation differences 10y - 799 0 - 19,501 - 20,300
Other comprehensive income (11) 0 14,680 33,697 48,377
P 223,665 38,600 0 LR

Total equity and liabilities

‘ Q27,570
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Notes on balance-sheet reconciliation from

HGB to IFRS (September 30, 2003):

{1) Work in progress as defined by HGB was reco-
gnized and posted as non-invoiced receivables
according to the percentage of completion
method (including margin).

(2) Scheduled amortization of goodwill pursuant
to HGB was reversed as, according to IFRS 1,
where FRS 3 is voluntarily applied to 2004,
it must be applied to 2003. Accordingly, 2003
goodwill was.not amortized according to the
straight-line method.

(3) Depreciation of property was adjusted to take
account of expected useful economic life.
Assets from capital leases were capitalized.

(4) This change is a result of the fair-market valu-
ation of securities. The change is included in
other comprehensive income under equity,
but not recognized in net profit or loss for the
period. Derivative instruments are valued at
fair market value, even where this exceeds
the cost of acquisition.

(5) Deferred tax assets are primarily formed for
loss carryforwards and provisions. Deferred tax
liabilities are primarily formed for deferred
expense and property, plant and equipment.

(6) Long and short-term financial liabilities include
capitalized liabilities from capital leases.

(7) Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
IFRS.

(8)

The adjustment of provisions (recognized in
net profit or loss) primarily comprises dissol-
ved provisions for expenses (maintenance,
guarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Redlassifications compri-
se provisions which, according to IFRS, are to
be posted as liabilities. See also nate (7).

The increase in pension provisions is primarily
a result of the requirement under IFRS to in-
clude indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28
of the Introductory Act to the German Com-
mercial Code (EGHGB).

{10) All currency translation differences were post-

ed since the changeover to IFRS accaunting
methiods. As permitted by IFRS 1.22, the HGB
figure was reset to zero for the IFRS statements
on january 1, 2003.

(11) Other comprehensive income includes unreali-

zed gains from the fair-market valuation of
securities and differences from the transiation
of long-term intercompany cash positions in
foreign currencies (i.e. not in euros).
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€ thousands Note
Equity in accordance with HGB as at Sep 30, 2003 223,665

Revenue recognised according to percentage of completion [Q)] 938

Correction to goodwill amortization @) 16,389 !
Depreciation of buildings (3) 8911 |
finance leases (3), (6) -3,176 |
Market value of securities and financial derivatives (2), (4) 15,463 |
Deferred tax assets (5) 20,054 |
Adjustments to other accruals (8) 4,960 |
Adjustments to pension accrual 9 -10,653 |
Deferred tax liabilities 5 ~14,282 ¢
ather 4

Equity in accordance with IFRS as at Sep 30, 2003

Reconciliation of net income/loss on September 30,;2003 (HGB to IF

€ thousands

Net loss in accordance with HGB as at Sep 30, 2003 -3,485
Revenue recognised according to percentage of completion Q) 322 |
Correction to goodwill amortization (2) 16,389 |
Oepreciation of buildings (3 27
Finance leases (3), (6) 1,343 |

Market value of securities and financial derivatives

Deferred tax assets

Adjustments to other accruals

Adjustments to pension accrual

Deferred tax liabilities

Other

Net gain in accordance with IFRS as at Sep 30, 2003
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Seasonal effects

The following table shows a breakdown of revenues
and pre-tax profits (adjusted for restructuring costs)
over the four quarters of 2003:

€ thousands Q1 2003 Q2 2003 Q3 2003 Q4 2003 2003
Revenues 103,140 103,136 98,680 115,086 420,042
% of revenues at year-end 24.6% 24.5% 23.5% 27.4% 100.0%
Pre-tax profit 8,728 18,241 16,426 18,420 61,815
% of net income at year-end 14.1% 29.5% 26.6% 29.8% 100.0%

The development of revenues over the four
quarters followed the same pattern as in previous
years. This is largely a result of customers, purchas-
ing behavior. However, it is important to note that
fourth-quarter figures for the previous year were
heavily influenced by strong license sales. Restruc-
turing activities in the first half of 2003 and in the
first three months of 2004 generated significant
cost savings and a corresponding increase in pre-
tax profit.

Contingent liabilities

At September 30, 2004, no provisions had been
formed for the following contingent liabilities
(stated at face values), for which it was deemed
improbable that the Company would have to fulfill
obligations:

€ thousands
Bank guarantees 5,660
Other 1,168

6,828

Share-option plans

The Software AG Group runs share-option plans for
Executive Board members, senior executives, and
other employees which are not expensed in the
consolidated financial statements.

First share-option plan: At September 30, 2004,
Executive Board members held 145,846 subscrip-
tion rights to shares in the Company, and senior
executives 69,069 - unchanged over December 31,
2003. These rights cannot be exercised before
September 30, 2004. Options have a term of seven
years from the date on which they are granted,
and may only be exercised, after an initial blocking
period of 24 months as of the Software AG IPO, on
four accasions during each fiscal year: after the
publication of quarterly, biannual, and annual ear-
nings figures.

The subscription price per share is the issue price
less a 20 percent mark-down, but no fess than
€28.12. As Company stock was floated at €30,
this minimum applied.

Holders of subscription rights must fulfill the follow-
ing three canditions before they may exercise their
conversion rights:
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m Consolidated earnings from ordinary activities
{according to HGB) must have increased by
30 percent between 1997 and 1999.

This condition was fulfilled between 1997 and
1999.

» Consolidated earnings from ordinary activities
must total at least 10 percent of revenues for the
fiscal year prior to conversion.

® The share price must exceed the minimum
conversion price.

Second share-option plan: At September 30, 2004,
Executive Board members held 153,375 subscription
rights to shares in the Company, and senior execu-
tives 568,275. These rights cannot be exercised
before September 30, 2004. During the third quarter,
11,125 new options were issued to Executive
Board members, and 133,525 to senior executives.
No rights could be exercised during the period.

The subscription price is the average XETRA
closing price over the previous five trading days
on the Frankfurt Stock Exchange before the date
of conversion.

Holders of subscription rights must fulfill the follo-
wing two conditions before they may exercise their
conversion rights:

m Consolidated revenues must have increased for
the fiscal year prior to conversion by at least
10 percent in comparison to the previous year.

w Consolidated earnings from ordinary activities
(according to HGB) must total at least 10 percent
of revenues for the year prior to conversion.

The terms, blocking period, and conversion dates
correspond to those of the first share-option plan.

Other financial obligations

Software AG has entered into rental and leasing
contracts for buildings, real estate, IT and P8X
systems, and vehicles. Obligations from these con-
tracts {where the contracts are still within their
minimum durations) until the end of fiscal 2004
total €4,560 thousand. Obligations until the end

of fiscal 2008 total £36,037 thousand. The leasing
contracts are operating leases as defined by 1AS 17.

Significant transactions during the reporting
period

During the second quarter of 2004, the sale of

shares in SAP S| generated income of €24,539

thousand.

Software AG spent a total of €23,430 thousand on
restructuring during the first nine months of 2004,
of which €4,093 thousand during the third quarter.
This amount was covered by provisions for restruc-
turing in the amount of €30,682 thousand, formed
in 2003.

Employees

The Software AG workforce averaged 2,445 during
the third quarter of 2004, and totaled 2,468 on
September 30, 2004, 333 less than on the same
date in 2003. The reduction in headcount largely
took place in Germany, in particular at headquarters.
68 percent of Software AG employees work outside
Germany.
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Executive Board and Supervisory Board

On September 30, 2004, the composition of the
Supervisory Board had changed as follows in com-
parison to December 31, 2003:

By resolution of the annual shareholders’ meeting
on April 30, 2004, Dr. Andreas Bereczky, Director of
Production at German public-service TV broadcaster
ZDF, Mainz, was elected to succeed Dr. Peter Lex on
the Software AG Supervisory Board.

Karl-Heinz Hageni (employee representative) left
the Supervisory Board on April 30, 2004. On June
25, 2004, employees elected Monika Neumann,
chair of the General Works’ Council, Schliersee, as
Mr. Hageni’s replacement.

Dr. Peter Mossack (research and development) left
the Executive Board on july 31, 2004,

Gary Voight (Americas region) left the Executive
Board on September 10, 2004.

Events subsequent to the balance-sheet date

Further restructuring activities are expected to ge-
nerate costs totaling €2.7 million during the fourth
quarter of the year.

In November 2004, Software AG appointed Dr. Peter
Kurpick to the Executive Board. The appointment
takes effect as of April 1, 2005. The XML Business
Integration business line will repart directly to

Dr. Kurpick whose responsibility wilt also include
Research & Development and product marketing.
As Senior Vice President at SAP AG, Dr. Kirpick was
responsible for the development of SAP NetWeaver
integration technology in six development centers
across the world.
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Financial Calendar

January 17-19, 2005 CA Cheuvreux German Corporate
Conference, Kronberg, Germany - CFO

February 15, 2005 Unaudited Q4/FY 2004 financial figures

April 28, 2005 Q1 2005 financial figures

May 13, 2005 Annual General Shareholders’ Meeting,
Frankfurt, Germany

june 02, 2005 8t German Corporate Conference, Deutsche
Bank AG, Frankfurt, Germany - CEO

july 28, 2005 H1/Q2 2005 financial figures

October 28, 2005 Q3 2005 financial figures

Software AG

Corporate Headquarters
Uhlandstrae 12

64297 Darmstadt, Germany
Tel. +49 61 51-92-0

Fax +49 61 51-92-11 N

www.softwareag.com
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Key figures

IFRS, unaudited
€ millions (unless stated) june 30, 2004 June 30, 2003 2Q 2004 2Q 2003

Revenue 202.0 206.3 106.3 103.1
Products 143.5 141.2 76.2 72.0
of which licensing 52.6 45.8 29.4 24.0
of which maintenance 90.9 95.4 46.8 48.0

Professional services 57.6 64.3 29.6 30.7

Other 0.9 0.8 0.5 0.4

Adjusted EBIT 394 254 24.2 17.4

as % of revenue 20% 12% 23% 17%

Income from investments : 24.5 0 24.5 0

Restructuring expenses 0 -31.8 0 0

EBIT : 63.9 ~6.4 48.7 17.4

Income before taxes 65.4 ~4.8 49.6 18.2

as % of revenue 32% - 2% 47% 18%

Income after taxes 49.2 -36 394 11.2

as % of revenue 24% -2% 37% 11%

Earnings per share (EUR) 1.80 -0.13 1.45 0.41
June 30, 2004 June 30, 2003

Employees 2,467 2,896

of which in Germany 815 1,21

€ millions (unless stated) 30.06.2004 31.12.2003

Total assets 533.1 509.1

Cash and cash equivalents 110.5 74.2

Shareholders’equity 301.5 269.2

as % of total assets 57% 53%

Profile

Software AG is an international provider of systems software and XML integration and data-management
services. We offer integration solutions based on XML (eXtensible markup language), a key technology
for the smooth exchange of data and documents, and a powerful means of introducing state-of-the-art
applications into existing IT architectures. We are the European No. 1 and one of the world leaders in

this area.
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Q2/04 - Introduction by the Executive Board

Karl-Heinz Streibich
Chief Executive Officer

Inereased focus on core business ganerates

20ded value

Software AG has achieved a great deal over the past months and this is clearly reflected in our
results for the first half of 2004. Operational improvements are geing hand in hand with financial

success.

Our growth strategy consists of four consecutive
stages: Rightsizing, greater focus, development

of the organization’s portfolio and expansion. The
first two stages have been completed and we have
reached the following important milestones:

increase profitability through the company right-
sizing.

@ A clear company focus on two business lines,
representing our core competencies, as a result
of restructuring.

Customer requirements are at the heart of
everything we do

Our main goal during the first half of this year was
to strategically refocus the company on Enterprise
Transaction Systems and XML Business Integration.
In line with our Customer First program, this helped

us improve our performance in critical areas. For
example, both business lines now benefit from
highly effective, global product management. We
have intensified international marketing efforts,
leveraging successful strategies across regions. We
have raised revenues by making our sales activities
more customer-focused; and are fostering greater
innovation by establishing new research and deve-
lopment centers.

Against this background, we have significantly
strengthened our market position in both business
lines: Enterprise Transaction Systems benefited
almost immediately from increased growth and
XML Business Integration is now enjoying improved
conditions for business development.
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A broader, solution-driven portfolio
We also started implementing the third stage of
our strategy during the first six months:

We optimized our product offerings and began
the definition of a fuller portfolio based on mar-
ket and customer requirements.

During the first quarter, we launched our new pro-
duct packages for the modernization of enterprise
transaction systems. The second quarter saw the
international launch of XML Business Integration
packages for systems integration with further pack-
ages to follow. Customer response to aur optimized
product portfolio has been very positive. The in-
creased demand that this has generated will help
both business lines to make further progress
throughout the year.

Strong position in the integration solutions
growth market

Over the coming months, we will continue to ce-
ment our new strategy based on our core compe-
tencies. This will entail assigning relevant R&D
activities to the XML Business Integration or Enter-
prise Transaction Systems business lines. This will
enable us to better address the specific characteri-
stics and needs of both market segments.

The reorganization of R&D will accelerate innovation
and expertise in our two business lines. Moreover,
we will be able to recognize and respond more
rapidly to changing requirements in the fast-moving
XML market. This will clearly position Software AG
as a pioneering and leading provider of integration
soluticns,

Geographical expansion offers exciting new
opportunities

During the second half of 2004, we aim to activate
adaitional drivers of business success.

We will look to grow both organically and via
strategic acquisitions and partnerships.

We intend to benefit from the considerable potential
of promising growth markets through an increased

presence. And we have already taken the first steps,
for example in China, Russia, and South Africa.

Looking back at the first six months of this year, |
truly believe that Software AG is heading in the
right direction. We are well prepared to face the
challenges of 2005,

1A Skl

Karl-Heinz Streibich
Chief Executive Officer
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Software AG cutperforms TecDRX

During the first six months of 2004 Software AG shares significantly outperformed the TecDAX.
While the index of leading tech stocks sose approximately 7 percent over the period, Software AG
shares gained 41 percent. Comparable US companies were also unable to match our impressive
stock development: The NASDAQ 100 only increased by 3 percent between January and June.

Stock-market sentiment worsened during the se- Having already significantly exceeded market ex-
cond quarter. The high oil price and rising US interest  pectations in both the fourth quarter of 2003 and
rates had a negative impact on the global economy.  the first three months of 2004, Software AG's Q2

Coupled with a troubled labor market in Germany, 2004 figures again outperformed projections. Two

this had a negative impact on shares. In view of factors in particular led to a higher valuation for the
this poor climate, the development of Software AG ~ Company, and a higher share price: The healthy
stock is all the mare impressive, positive development of license sales for products

Comparison of share development with leading indices
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from our Enterprise Transaction Systems business
line, and a further reduction in costs. The improved
licensing situation in the Enterprise Transaction Sys-
tems business line helped to persuade investors
and analysts that our decision to focus the Company
on two business lines would succeed. This, in con-
junction with successful moves to reduce costs, hel-
ped us to further improve profitability.

In the light of our six-month figures, we have again
raised our full-year forecast for earnings per share
(EPS). We now expect EPS to be between € 2.75
and € 2.85. This includes approximately € 0.88
attributable to the sale of shareholdings.

High resonance among investors

During the second quarter, we stepped up efforts
to communicate our new strategic orientation.
Software AG management met investors for group
and one-on-one discussions on nine roadshows.
We also presented our first-half results at an ana-
lyst and investar conference in London. This event

Table: Software AG shares

was Webcast live, and a recording ¢an be viewed
online. JP Morgan is the latest major investment
bank to provide coverage of Software AG shares.
This is indicative of our higher profile, and will in-
crease awareness of the Company among both
private and institutional investors.

Shareholder's meeting passes all motions with
ovesrwhelming majority

The annual shareholders’ meeting took place on
April 30, 2004, CEO Karl-Heinz Streibich and CFO
Arnd Zinnhardt introduced the Company's strateqy
and presented figures for full-year 2003 and first-
quarter 2004. All agenda mations were adopted
with overwhelming majorities. Dr. Andreas Bereczky
was elected to the Supervisory Board to replace
Dr. Peter Lex, whose mandate ended. The meeting
also approved revised contingent capital and rene-
wed the Executive Board’s share buyback autho-
rization. The next annual shareholders' meeting will
take place on May 13, 2005.

June 30, 2004 June 30, 2003

XETRA closing price (in €) 23.00 11.90
Number of shares 27,266,752 27,266,752
Market capitalization (in € millions) 627 324
52-week high/low 25.16/11.81

Frankfurt (Prime Standard/ TecDAX), ISIN DE 0003304002, ticker symbel SOW
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Positive business development borne out by

rising revenues and @arnings

in the second quarter of 2004, business continued to develop strongly at Software AG: Profits
climbed sharply, license sales grew, and total revenues rose. We were able to build on a highly
successful restructuring and strategy reorientation to exceed market expectations.

The Company posted a pre-tax profit of € 49.6 mil-
lion, € 31.4 million higher than in the second three
months of 2003. Net profit tripled to € 39.4 million.
Software AG made further progress in terms of re-
venues too: Primarily as a result of growth in licen-
se business, consolidated revenues rose 3 percent
in the second quarter to € 106.3 million (€ 103.1
million in Q2 2003.})

Development of revenues

License sales increase in both business lines
New software license sales increased by 23 percent
to € 29.4 million (€ 24.0 million in Q2 2003). This
was largely attributable to the Enterprise Transaction
Systems business line, which after a strong first
quarter, contributed € 21.5 million (€ 17.7 million
in Q2 2003) between April and June. This line focu-
ses on the modernization of mainframe systems.

It profited from our Customer First program, which
aims to intensify dialog between Software AG and
its customers. Our new Enterprise Transaction Sys-
tems packages also spurred demand.

In spite of the general reluctance of companies to

invest in new technologies, our XML Business Inte-
gration business line achieved a 2 percent gain in

license sales to €4.6 million.

@R 2008

_/

We generated € 46.8 million (€ 48.0 million) from
maintenance during the period. Adjusted for cur-
rency translation effects, this figure is practically
unchanged over the previous year. Combined re-
venues from licensing and maintenance rose to

€ 76.2 million (€ 72.0 million).

Increased demand for services

Project services also posted a notable increase in
revenues during the second quarter, up 6 percent
over the first quarter to € 29.6 million (€ 30.7 milli-
on). Three of our four regions increased sales in
this area. Only in Central and Eastern Europe did
the figure fall slightly. This was once again largely a
result of price pressure and excess capacity on the
German market.
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in € millions Q2 2004 Q2 2003
America 327 349
Southern and Western Europe 315 289
Central and Eastern Europe 221 22.8
Northern Europe, Asia /Pacific, South Africa 20.0 16.4

Strong licensing figures across the regions
License revenues increased in three of Software
AG's business regions compared to Q2, 2003: Nort-
hern Europe /Asia posted a 57% increase, Central
and fastern Europe a 54% increase and Southern
and Western Europe a 23% increase, These three
regions all built on significant gains posted for the
first three months of the year. The Americas region
reported license revenues down by € 0.5 million at
constant currency rates.

Profitability

Costs continue to fall

The restructuring program initiated in 2003 contin-
ued to generate significant cost reductions during
the second quarter of the year. Compared to the
second three months of 2003, for example, sales,
marketing and distribution expenses fell by a furt-
her 9 percent and administrative costs by 12 per-
cent. The most marked reduction was for research
and development where, as a result of the consoli-
dation of activities in this area, the Company saved
€ 4.9 million - around one third of all R&D costs.

Profits surge

Increased revenues and reduced costs combined
to produce significant improvements in margins.
Operating profit, for example, which excludes all ex-
ceptional income, rose 39 percent to € 24.2 million
(€ 17.4 million). The sale of the Company’s SAP Si
stockholding raised € 24.5 million. As no restructu-
ring costs were incurred during the period, E8IT
totaled € 48.7 million (€ 17.4 million) - a 180 per-
cent increase over the same period in 2003. The
profit before tax rose from € 31.4 million to € 49.6
million.

Net profit of € 39.4 million (€ 11.2 million) led to
increased earnings per share of € 1.45 (£ 0.41).
Organic cash flow nearly tripled to € 11.7 million,
11 percent of total revenues.

Strategic progress

International launch of new XML Business
Integration portfolio

We showcased our new XML Business Integration
portfolio at Gartner Application Integration Summits
in Los Angeles, Amsterdam and Sydney. Comprising
of enhanced packages, it optimizes real-time access
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to business-critical information in existing IT sys-
tems. The highly innovative line of integration pro-
ducts exceeded market requirements. We therefore
expect the launch of these products to provide
extra momentum to XML Business Integration sales.

Commitment to promising growth markets

in line with the Company's growth strategy, we con-

tinued to develop both new and existing regional
markets in the first half year. All regions played an
active part in the process. Our new regional head-
quarters in Australia will strengthen our presence
in Asia. And we intend to exploit the fast-growing
Chinese market via a new strategic alliance with
value-added reseller Shanghai 5A technology Dev-
elopment Co. Ltd. This agreement centers on XML
Business Integration products.

Software AG is targeting significant two-digit annual
growth in South Africa this year. In order to improve
our position in this exciting market, we terminated
our sales agreement with Dimension Data and es-
tablished our own offices. Employees with relevant
product expertise transferred from Dimension Data
to Software AG.

A new world of opportunities in Eastern and
Southern Europe

Software AG is now certified to provide mainframe
products for the Russian government for high-secu-
rity areas. In collaboration with Nicevt, Russia’s
leading hardware and software vendor, we have
founded a competence center dedicated to the
modernization and optimization of mainframes.

Newly formed SAG Systemhaus S.L. in Spain and
Software AG Institute in Portugal will help to
strengthen the Company's presence in Southern
and Western Eurape. Moreover, we recently signed
a partnership agreement with Engineering Ingegn-
eria Informatica, one of ltaly’s top-three systems
integrators. We are also making a concerted effort
to expand our technology partnerships in the USA.

Business development in first half year

Licensing contributes one quarter of
consolidated revenues

The first half year at Software AG was characterized
by rising license sales, up 15 percent over 2003 at
€ 52.6 million (€ 45.8 million). This represents an
increase from 22 to 26 percent of total revenues.
Including licenses and maintenance, and excluding
currency effects, product sales gained 5 percent to
€ 143.5 million (€ 141.2 million). Total consoli-
dated first-half revenues reached € 202.0 million
(€ 206.3 million) - growth of 1 percent before cur-
rency effects.

Considerable cost reductions

Software AG continued to bring down expenses
during the first half of the year. Compared to the
first six months of 2003, costs for administration,
sales, marketing and distribution, and R&D fell by a
total € 19.3 million to € 90.9 million (€ 110.1 milli-
on). As a result, operating profit climbed by 55 per-
cent to £ 39.4 million.
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Development of earnings

in € millions June 30, 2004 June 30, 2003
EBIT 63.9 -64
Financial income 1.5 1.5
Pre-tax profit 65.4 -48
Net profit 49.2 -36

Significant improvement in cash flow

In spite of restructuring costs totaling € 19.3 milli-
on, net cash nearly doubled, rising to € 10.4 million
(€ 5.3 million). Taking into account factoring, re-
structuring payments, and tax claims, organic cash
flow rose to € 35.2 million, or 17.4 percent of total
revenues.

Shareholders’ equity rises by € 45.3 million

At June 30, 2004, cash and cash equivalents a-
mounted to € 110.5 million, exceeding the 2003
figure by € 35.4 million. This was largely due to
the sale of Software AG's stockholding in SAP SI.
Shareholders' equity advanced to € 301.5 million,
taking the equity-to-total-assets ratio to 57 percent.
Total assets rose to € 533.1 million (£ 520.3 milli-
on). The reduction in fixed assets was due to the
disposal of SAP SI shares.

Employee structure increasingly international
Restructuring of the Software AG workforce was
completed sooner than expected: On June 30, 2004,
the Group had 2,467 employees (2,896). This figure
may rise slightly during the second half of the year.
Approximately two thirds of the entire workforce
are based outside Germany, which reflects the
highly international structure and orientation of
Software AG, and demonstrates the success of our
efferts to create a lean holding company.
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Positive business development set to continue

Since January, analysts have downgraded their full-year growth forecasts fer the IT market as 2
whole. The 5 percent initially prejected is no longer deemed realistic, as many companies are still
consolidating capacity. At Software AG, we remain cautiously optimistic regarding the second half

of the year.

Revenues will remain stable

QOur decision to foaus on two business lines, Enter-
prise Transaction Systems and XML Business Inte-
gration, will continue to have a positive impact
during the second six months. In particular, this will
encourage further growth in license sales. Enter-
prise Transaction Systems license volume will sig-
nificantly exceed that of the previous year. And
our XML Business Integration partfolio, which was
launched during the second quarter, will promote
growth in 2005. Adjusted for currency effects, we
expect maintenance revenues to remain stable at
the current high level. Sales of project services
could stabilize further, but are expected to remain
slightly below the previous year's figures. Adjusted
for currency effects, we expect total revenues to
remain at a similar level to 2003.

Cost reductions and more focused offering to
drive profits

In 2003, Software AG posted an operating profit of
€ 59 million. In the current fiscal year, we expect
to exceed this figure by around 40 percent - signifi-
cantly higher than the previous forecast of 25 per-
cent. Including the € 0.88 generated by the sale of
SAP St stock, we expect earnings per share to lie
between € 2.75 and € 2.85.
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Consolidated income statement for the six months énded June 30, 2004 (January 1 to June 30, 2004)

IFRS, unaudited

13

€ thousands June 30, 2004 June 30, 2003 2Q 2004 2Q 2003
Revenue

Products 143,510 141,170 76121 71,958

of wich licencing 52,605 45,818 29,353 23,953
of which maintenance 90,905 95,352 46,768 48,005

Professional services 64,304 29,625 30,728
Other 802 510 450
Total revenue 206,276 106,256 103,136
Total costs of sales - 68,997 - 76,681 - 35,692 -37,247
Gross profit 129,595 | 70,564 65,889
Research and development - 25,596 ~31,770 -10,565 - 15,537
Sales, marketing and distribution - 43,068 -50,701 -22,482 -24,728
Administrative costs - 27,667 -11,060 -12,583
Total operating expenses ~110,138 - 44,107 ~52,848
Other income /expenses -2,798 5,991 -2,237 4,383
Restructuring expenses 0 -31,780 0 0
Income from sale of SAP-S! shares 24,539 0 24,539 0
Interest income /expenses 1,499 1,521 848 817
Profit before tax 65,388 -4,811 49,607 18,241
Taxes 1,250 -10,205 ~-7,031
Net income ~3,561 39,402 11,210
Earnings per share (EUR, basic) 1.80 -0.13 1.45 0,41
Earnings per share (EUR, diluted) 1.80 -0.13 1.45 0.41
Weighted average shares outstanding (basic) 27,266,752 27,266,752 27,266,752 27,266,752

Weighted average shares outstanding (diluted) 27,266,752 27,266,752 27,266,752 27,266,752
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Consolidated balance sheets as of June 30, 2004

IFRS, unaudited

€ thousands June 30, 2004 June 30, 2003  December 31, 2003
Assets
A. (ash and cash equivalents
1. Cash on hand and bank balances 72,619 46,762 53,083
2. Securities 37,847 28,300 21,076
L 110,466 75,062 74,159
8. Current assets
1. Inventories 388 392 387
2. Trade receivables 137,189 124,974 124,578
3. Other receivables and other assets 6,174 12,921 7,701
T (> 138,287 132,666
€. Fixed assets
1. Intangible assets 1,327 1,210 1,491
2. Goodwill 176,472 176,591 176,472
3. Property, plant and equipment 45,620 50,232 47,880
4. Financial assets 20,875 25,028
248,908 250,871
D. Deferred taxes 49,860 44,959
E. Deferred expenses { 8,208 6,476
Total assets . 533,076 506,15+
Equity and liabilities
A. Current liabilities
1. Current financial liabilities 4,981 4,820 6,546
2. Trade payables 20,421 21,882 26,770
3. Other current liabilities 23,632 28,262 25,294
4. Current provisions 57,704 73,152 77,791
106,738 ¢ 128,116 136,401
8. Non-current liabilities
1. Non-current financial liabilities 4,088 5,947 4,356
2. Trade payables 6 0 22
3. Other non-current liabilities 3,533 3,641
4. Current provisions 19,001 19,666
5. Non-current provisions 4,248 5,596
32,729 33,281
C. Deferred taxes 15,942 12,798
D. Deferres income 87,383 57,330
E. Minority interest 0 126
F. Equity
1. Share capital 81,800 81,800 81,800
2. Capital reserve 132 132 132
3. Retained earnings 156,454 149,358 149,358
4. Consolidated income 49,159 - 3,561 7,096
5. Currency translation income - 24,350 - 16,224 -32,340
6. Other comprehensive income 38,298 44,650 63,149
| . .301,493 256,155 269,195

Tota! equity and liabilities s 838,098 520,325 309,131
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Cash flow statement for the six months ended June l&O, 2004 (January 1 to june 30, 2004)

IERS, unaudited

€ thousands June 30, 2004 June 30, 2003 2Q 2004 2Q 2003
Income /loss after taxes 49,159 -3,561 39,402 11,210
Depreciation 4,532 6,057 2,282 2,977
Income from sale of SAP-SI shares -24,539 0 -24,539 0
Incorne from sale of other assets -6 363 -8 352
Interest result -1,499 -1,521 - 848 -817
Income taxes 15,368 -2,376 9,845 6,491
Cash generated from operations 43,015 ~-1,038 26,134 20,213
Changes in inventories, receivables and

other current assets -12,843 -1,600 -13,533 ~-3,259
Changes in payables and other liabilities -11,695 27,073 - 8,264 -12,697
Income taxes paid -6,776 ~-16,771 -2,778 -7,934
Interest paid ~519 ~632 -319 -249
Interest received 1,932 2,080 1,129 1,064
Net cash used in/provided by operating activities 13,114 9,112 2,369 -2,862

(ash received from the sale of

tangible/intangible assets 56 547 34 255
Investments in property, plant and equipment/

intangible assets -1,916 - 2,981 -1,179 -1,1M
Cash received from the sale of financial assets 26,138 6 26,103 2
Investments in financial assets ‘ - 748 - 838 -9 ~-373
Net cash used in/provided by investing attivities 23,530 -3,266 24,767 -1,227

Repayment of loans from acquisitions and

other finance liabilities -1,497 - 4,433 ~-770 - 788
Net cash used in/provided by financing activities -1,497 ~4,433 -770 -788
Change in cash funds from cash relevant transactions 35,147 1,413 26,366 ~ 4,877
Currency translation adjustments 1,160 -1,774 1,002 - 946
Net change in cash and cash equivalents 36,307 -361 27,368 -5,823
Cash and cash equivalents at the beginning of the period 74,159 75,423 83,098 80,885

Cash and cash equivalents at the end of the period 110,466 75,062 110,466 75,062
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Segment report for the six months ended june 30, 2004 (January 1 to June 30, 2004)

IFRS, unaudited

€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Europe turope, Eastern Europe functions,
Asia /Pacific, R&D and
South Africa Consolidation
Licenses 13,620 12,090 15,642 11,254 52,606 -1
Maintenance 38,692 13,686 18,612 19,939 90,929 -24
Services 7,495 33,766 3,998 12,479 57,738 -114
Other 274 215 66 43 598 243
Total revenue 60,081 59,757 38,318 43,715 201,871 104

EBITA 17,787 5,840 10,146 6,688 40,461 -1,111
Amortization

Interest result

Income from SAP-S! sale

Profit before tax

Taxes

Net income

Total revenue proportion per region 29.8% 29.6% 19.0% 21.6% 100.0%
Product revenue 52,312 25,776 34,254 31,193 143,535
Proportion per region 36.4% 18.0% 23.9% 21.7% 100.0%

Segment report for the six months ended June 30, 2003 (January 1 to June 30, 2003)

IFRS, unaudited

€ thousands Americas  Southern and Northern Central and Total Central Total Group
Western Europe Europe, Eastern Europe functions, ‘
Asia /Pacific, R&D and
South Africa Consolidation
Licenses 16,716 9,997 10,825 8,246 45,784 34 45,818
Maintenance 42,487 13,633 18,789 20,449 95,358 -6 95,352
Servites 9,041 34,450 3,441 17,936 64,867 - 563 64,304
Other 48 42 270 83 444 358 802
Total revenue 68,292 58,122 33,325 46,715 206,453 -177 206,276
EBITA 19,257 6,150 7,916 2,685 36,008 - 10,560 25,448
Amortization 0
Interest resuit 1,521
Restructuring expense - 31,780
Profit before tax - 4,811
Taxes 1,250
Net loss -3,561
Total revenue proportion per region 33.1% 28.2% 16.1% 22.6% 100.0%
Product revenue 59,203 23,630 29,614 28,695 141,142

Proportion per region 42.0% 16.7% 21.0% 20.3% 100.0%
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Segment report for Q2 2004 (April 1 to June 30, 2004)
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£ thousands Southern and Northern  Central and Total Central  Total Group
Western Europe Europe, Eastern Europe functions,
Asia /Pacific, R&D and
South Africa Consolidation
Licenses 8,455 6,767 8,233 5,899 29,354 -1
Maintenance 19,766 7,197 9,759 10,055 46,778 -10
Services 4,312 17,356 1,974 6,092 29,734 ~-109
Other 175 166 31 21 393 117
Total revenue 32,707 31,487 19,997 22,067 106,259 -3
EBITA 10,306 3170 5174 2,828 21,477 2,744
Amortization
Interest result
Income from SAP-S! sale
Profit before tax
Taxes
Net income
Total revenue proporlion per region 30.8% 29.6% 18.8% 20.8% 100.0%
Product revenue 28,221 13,965 17,992 15,955 76,132
Proportion per region 37.1% 18.3% 23.6% 21.0% 100.0%
Segment report for Q2 2003 (Abril 1 to June 30, 200’3)
IFRS, unaudited ;
€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Europe Europe, Eastern Europe functions,
Asia /Pacific, R&D and
South Africa Consolidation
Licenses 9,329 5,509 5,251 3,829 23,918 35 23,953
Maintenance 21,144 6,931 9,349 10,234 47,658 347 48,005 |
Services 4,394 16,456 1,606 8,742 31,198 - 470 30,728 |
Other 47 2 239 30 337 113 450
Total assets 34,914 28,917 16,445 22,835 103,111 25 103,136
EBITA 11,465 3,027 4,096 1,012 19,600 -2,176 17,424
Amortization 0 |
Interest result 817 |
Restructuring result 0 |
Profit before tax 18,241 |
Taxes -7,031 |
Net income 11,210
Total revenue proportion per region 33.9% 28.0% 16.0% 22.1% 100.0%
Product revenue 30,473 12,440 14,600 14,063 71,576
Proportion per region 42.6% 17.4% 20.4% 19.6% 100.0%
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Statement of changes in equity for the six month ended June 30, 2004 (January 1 to June 30, 2004)

IFRS, unaudited
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€ thousands Shares Capital Retained Consolidated Currency Other Total

Number Share reserve earnings income translation  comprehen-
capital differences  sive Income

As of

January 1, 2004 27,266,752 81,800 132 156,454 0 -32,340 63,149

Consolidated income for

the period 49,159

Currency translation

differences 7,990

Measurement of

financial assets -18,301

Currency translation ~ 6,550

As of June 30, 2004 27,266,752 81,800 132 156,454 49,159 -24,350 38,298

Statement of changes in equity for the six month ended June 30, 2003 (Januvary 1 to june 30, 2003)

IFRS, unaudited

€ thousands Shares Capital Retained  Consolidated Currency Other Total

Number Share reserve earnings income translation  comprehen-

capital differences  sive Income

As of
January 1, 2003 27,266,752 81,800 - 132 149,358 0 0 27,639 258,929
Consolidated income of
the period - 3,561 -3,561
Currency translation
differences ~16,224 -16,224
Measurement of
financial assets
Currency translation 17,011 17,011
As of June 30, 2003 27,266,752 81,800 132 149,358 -3,561 - 16,224 44,650 256,155
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Accounting principles

Basis

Since the beginning of 2004, the consolidated finan-
cial statements of Software AG have been prepared
in accordance with the International Accounting
Standards Board's (IASB) International Accounting
Standards (1AS) and International Financial Repor-
ting Standards (IFRS). Software AG complied with
the 1AS and IFRS, and IFRIC (international Financial
Reporting interpretations Committee, formerly SIC)
interpretations applicable on December 31, 2003.

Figures in the consolidated financial statements
are, unless otherwise stated, quoted in thousands
of euros (€ thousands).

Principals of consolidation

The consolidated financial statements include
Software AG and companies under its control,
Control is generally taken to be proven where the
Group holds, directly or indirectly, the majority of
voting rights for authorized capital in a company,
and /or can determine the fiscal or business policy
of the company.

The financial statements of consolidated companies
are compiled according to consistent accounting
and valuation principles.

Subsidiaries established by Software AG are consol-
idated on the date they are formed. However,
first-time consolidation occurred after the date of

foundation for Softinterest Holding AG and its subsi-

diaries - which were consolidated for the first time
in 1994 - as well as for Asian subsidiary SQL and
for SAG-IRL.

The first-time consolidation of all companies was
undertaken using the book value method. Subse-

" quent consolidation is derived from the figures

employed for first-time consolidation.

Debit balances arising from capital consolidation
and relating solely to goodwill from acquisitions
before January 31, 2001, were netted against capi-
tal reserves, pursuant to Section 309, Subsection 1,
of the German Commescial Code (HGB). Goodwill
from acquisitions after January 31, 2001, was capi-
talized and will be amortized over ten years. In
accordance with the option granted by IFRS 1.14,
the Company has not applied IAS 22 retrospective-
ly, but has continued to use the figures for mergers
and acquisitions posted according to HGB.

Revenue, expenses and income, receivables, liabil-
ities, and provisions arising between consolidated
companies have been eliminated. intercompany

* earnings from services provided within the Group

were also eliminated where these were not rea-
lized from services to third parties.

(onsolidated companies .
On May 13, 2004, SAG Systemhaus S.L., Madrid, A '
Spain was founded with subscribed capital of € 60

thousand. As of this date, the new company was

consolidated as part of the Software AG Group. This |

was the only change to the scope of consolidation

in comparison with December 31, 2003.

Estimates and assumptions

In a few instances, estimates and assumptions
were made which could impact the statement and
amount of figures posted for balance-sheet assets,
debt, income, expenses and contingent liabilities.
True values may deviate from these estimates and
assumptions.
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Currency translation

The financial statements of foreign subsidiaries are
translated using functional currencies: As these
companies have organizational, financial, and com-
mercial independence, the respective local currency
is identical to the functional currency. Assets and
liabilities are translated according to the exchange
rate on the balance-sheet date, and expenses and
income according to monthly averages. Currency
translation differences are posted as such under
equity, but not recagnized in net profit or loss for
the period.

In the individual financial statements for consolida-
ted companies, foreign-currency items are transla-
ted on the balance+sheet date, and included in net
profit or loss for the pericd. Translation differences
from long-term intercompany cash items are ex-
cepted from this rule. These are posted as other
comprehensive income under equity, but not reco-
gnized in net profit or loss for the period.

Cash on hand and bank balances
This item includes cash and short-term investments,
plus short-term cash equivalents.

Cash equivalents are short-term, highly liquid finan-
cial investments which can be converted to cash at
any time, and which are only subject to immaterial
fluctuations in value.

Securities and financial assets

Financial assets are initially valued at the cost of
acquisition, including transaction costs. The subse-
quent valuation depends on their classification.

Financial assets which are available for sale are
valued according to their price on the balance-sheet
date (i.e. the fair market value). Price gains or los-
ses are posted as other comprehensive income

under equity, but not recognized in net profit or
loss for the period.

Software AG uses hedging instruments to protect
against the risks posed by worldwide currency fluc-
tuations. Company policy is to hedge against cur-
rency risks in their totality, and not take specific
action for each individual transaction. Open positi-
ons in futures transactions are valued at the fair
market price, and listed on the balance sheet under
securities held for trading purposes. Price gains or
losses are included in the net income figure for the
relevant year.

Financial assets are recorded at their individual fair
market values where this is possible to calculate
and the assets have not been held until maturity.
Loans and receivables included under this item
which are not held for trading purposes, and assets
with no publicly available price on an active market,
where it is not possible to reliably calculate a fair
market price, are valued at the adjusted cost of
acquisition. All values are subject to reqular, objec-
tive impairment testing, and value impairment,
where it has occurred, is reflected in earnings for
the period.

Inventories

Inventories are recorded at the lower of cost of
acquisition /manufacture or net realizable value.
Net realizable value is the estimated amount that
would be raised from a sale during normal opera-
tions, less the estimated costs arising until manu-
facture is complete, and less sales costs.

Trade receivables

Trade receivables are posted at the fair value appli-
cable when revenues are realized or services provi-
ded, and valued at the net book value, less any
necessary value adjustments.
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This item also includes unbitled services from pro-
jects for which a fixed price has been agreed, but
for which the percentage of completion method is
applied.

Other current assets
Other current assets are valued at cost of acquisiti-
on, which corresponds to fair market value.

Intangible assets

Concessions, industrial and similar rights and assets,
and licenses to such rights are capitalized at cost of
acquisition and amortized over their useful econo-
mic lives according to the straight-line method.
These assets are reqularly subject to impairment
testing.

Goodwill

Debit balances arising from capital consolidation as
defined by HGB are calculated according to bock
value, with no disclosure of hidden reserves. Before

january 31, 2001, balances were offset against cap-

ital reserves, pursuant to Section 309, Subsection 1
of HGB. After this date, goodwill was capitalized
and amortized gver ten years according to the
straight-line method. The term over which good-
will is amortized is established at the time of the
acquisition, based on the useful economic life of
the goodwill. Software AG makes use of IFRS 1.13,
which allows the Company to retain HG8 valuations
of goodwill arising before the transition to IFRS
accounting on January 1, 2003. In accordance with
IFRS 3, the historical HGB valuation of goodwill was
posted at € 176,591 thousand on this date. {FRS 3
requires that goodwill is no longer amortized, but
subject to annual impairment testing and examina-
tion of its future useful economic life. The residual
book value is written down to its fair value where
the value has been impaired.

Property, plant and equipment

Property, plant and equipment are stated at cost

of acquisition or manufacture less accumulated de-
preciation and impairment costs. Where items are
sold or scrapped, the relevant cost of acquisition
and accumulated write-downs are eliminated - any
realized income /loss from the disposal of the asset
is shown on the income statement.

Tangible assets acquired for € 410 of less are fully
written down in the year they are first posted.

Cost of acquisition /manufacture comprises pur-
chase price, including any customer payments and
non-refundable income tax, and costs that are
directly attributable to preparing the asset for its
intanded use. Expenditure such as maintenance
incurred once the asset is in use is posted in the
period during which it is incurred. Subsequent ex-
penditure is only booked under assets where this
improves the condition of the asset beyond its
originally assessed standard of performance.
Firancing costs are not included under cost of
acquisition /manufacture.

Property, plant and equipment are depreciated over
their useful economic lives according to the
straight-line method:

Buildings 50 years
Leasehold improvements 8 - 10 years
Office equipment 3 - 13 years
Computer hardware and accessories 1 -4 years

Usefut economic lives and methods of depreciation
are periodically examined to ensure that thecretical
values correspond with actual expected values.

Assets under construction are allocated to unfinis-
hed property, plant and equipment, and stated at
cost of acquisition /manufacture. Depreciation only
takes place once manufacture is complete and the
asset is in use,
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Impairment of the value of intangible assets
and property, plant and equipment

Where there is evidence that the value of intangi-
ble assets, property, plant and equipment has been
impaired, these are immediately written down to
their recoverable values, i.e. the higher of net rea-
lizable value and value in use. Value in use is the
cash value of forecast future cash flows from the
continued use of an asset and from disposal at the
end of its useful economic life.

Leasing

Fixed assets include assets provided under leasing
contracts. Software AG leases property, plant, and
equipment. According to 1AS 17, leasing contracts
are classified as capital leases (where the leased
asset is allocated to the lessee) or operating leases
(where the leased asset is allocated to the lessor).

Capital leases: Leased items are posted on the
balance sheet under both assets and leasing liabili-
ties (at the same amount). The fair market value of
the leased item at the beginning of the contract

is used, or, where less, the cash value of the total
minimum leasing payments. Calculation of this cash
value is based on the interest rate of the overall
lease agreement, where this figure can be practi-
cally identified. Otherwise, the lessee’s threshold
borrowing interest rate is used. Capital leases are
amortized over their scheduled useful economic
lives according to the straight-line method. Future
lease installments are posted as financial liabilities.

Operating leases: Operating lease payments are
expensed throughout the life of the leasing agree-
ment.

Deferred taxes

Tax assets and liabilities are deferred according to
the balance-sheet liability method for temporary
differences between figures stated for tax purposes
and those on the consolidated balance sheets.
Taxes are also deferred on loss carryforwards.

Deferred taxes are calculated according to the tax
rate expected to apply in the year in which they
will be realized. Dividends are only included once
the annual shareholders’ meeting has voted on the
use of earnings.

Deferred tax assets and liabilities are not discounted.

The book values of deferred taxes are regularly
examined and, where necessary, adjusted.

Prepaid expenses

This item includes prepayments made by Software
AG within the scope of license and rental agree-
ments. Amounts are reversed and booked as ex-
pense in the accounting period when the service is
delivered to Software AG.

Liabilities
Short-term liabilities are stated at their repayment
or fulfillment value.

Long-term liabilities are stated at adjusted cost of
acquisition, calculated according to the effective
interest method, i.e. by discounting expected future
fepayments.

Provisions

Provisions are formed where the Company has a
de jure or de facto obligation to a third party arising
from an event in the past, where it is likely that
the Company will have to settle this obligation, and
a reliable estimate can be made of the value of the
liability. Estimates are subject to regular scrutiny
and adjustment.

Where the effect of the time value of money is
material, the amount of a provision is the present
value of the expenditures expected to be required
to settle the obligation.
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Provisions for pensions

Software AG operates both defined-benefit and
defined-contribution pension plans. The actuarial
calculation of provisions for pensions follows the
projected unit credit method described in 1AS 19,
whereby expected future increases in pensions and
salaries are also included.

For the defined-contribution plan, Software AG has
no obligations beyond its undertaking to pay all
contributions to earmarked funds.

Deferred income

Deferred income includes prepayments from
customers for maintenance services. Amounts are
reversed and posted as revenue in the period
Software AG delivers the service.

Other comprehensive income

Other comprehensive income comprises differences
arising from the translation of the financial state-
ments of commercially independent non-German
subsidiaries, and effects from the valuation of fina-
ncial instruments. Also included are transiation
differences from cash positions that are primarily
part of a net investment in a commercially inde-
pendent non-German subsidiary. Figures are quoted
after tax.

Equity
Development of shareholders equity is shown on
page 18.

In addition, contingent capital at June 30, 2004,
comprised the following amounts:

1.) Up to € 3,357 thousand in up to 1,118,962 no-
par value shares, reserved to cover subscription
rights granted under the first share-option plan
(Management Incentive Plan {, MIP 1) for Execu-
tive Board members and senior executives of

2.

e

[

-

the Software AG Group. The terms and conditi-
ons of this plan, as well as the numbers of sha-
res aflocated /exercised, are given on page 32.
Up to € 3,000 thousand in up to 1,000,000 no-
par value shares, reserved to cover subscription
rights granted under the second share-option
plan (Management Incentive Plan Il, MIP [1)

for Executive Board members and senior exe-
cutives of the Software AG Group. The terms
and conditions of this plan, as well as the num-
bers of shares allocated /exercised, are given
on page 32.

Up to € 13,515 thousand in up to 4,505,000 no-
par value shares, reserved to grant option rights
to holders of warrants from cum-warrant bonds,
and to grant conversion options to holders of
convertible bonds in accordance with the bonds’
terms. The Executive Board is authorized to
issue such bonds, with a term of up to 10
years, once or more than once in the period to
April 27, 2006, up to a total nominal value of

€ 500,000 thousand. The Executive Board had
not made use of this authorization by June 30,
2004. At the annual shareholders’ meeting on
April 30, 2004, the entitlement to draw on this
capital was withdrawn and replaced by that
detailed under section 4 below.

Up to € 36,000 thousand in up to 12,000,000
bearer shares, each with a € 3 share of capital
stock, reserved to grant option rights and to
agree option obligations arising from option-
bonds, and to grant conversion options and opt-
jon obligations to holders of convertible bonds
in accordance with the bonds’ terms (agreed at
the annual shareholders’ meeting on April 30,
2004). Subject to the approval of the Supervi-
sory Board, the Executive Board may authorize
the exercise of these rights by Software AG or a
(directly or indirectly) wholly owned subsidiary
by April 29, 2009.




Q2/04 - Notes

24

In this instance, shareholders are entitled to sub-
scription rights, with the following excepticns:

The Executive Board is authorized to exclude
fractional amounts.

Subject to the approval of the Supervisory Board,
the Executive Board is authorized to totally ex-
clude shareholders” subscription rights in the fol-
lowing instance: Where, upon due examination,
the issue price of options or convertible bonds is
not thought to be significantly less than its hypo-
thetical market value (i.e. such value being cal-
culated by accepted financial industry methods).
However, this right to exclusion only applies to
options and convertible bonds with rights or obli-
gations for shares totaling no more than € 8,180
thousand, or, where lower, 10 percent of capital
stock at the time the subscription rights are
excluded.

The Executive Board had not made use of this aut-
horization by June 30, 2004.

At the balance-sheet date, the Executive Board is
further authorized, with the consent of the Supervi-
sory Board, to increase the Company's subscribed
capital by up to € 37,989 thousand once or mare
than once in the period to April 27, 2006, by is-
suing up to 12,663,036 registered shares against
cash and /or non-cash contributions (authorized
capital). With the excepticn of the cases detailed
below, shareholders will be granted pre-emptive
subscription rights:

@ The Executive Board is authorized to deviate from
shareholders’ pre-emptive subscription rights
with respect to fractional amounts.

The Executive Board is further authorized, with
the consent of the Supervisory Board, to deviate
from shareholders’ pre-emptive subscription
rights with respect to capital increases against

non-cash contributions effected for the purpose
of acquiring participations, haldings, companies
or business units.

& The Executive Board is also authorized, with the

consent of the Supervisory Board, to deviate
from shareholders’ pre-emptive subscription
rights provided that the capital increase against
cash effected on the basis of this authorization
does not exceed 10 percent of the subscribed
capital at the time this authorization is first ex-
ercised, and provided that the issue price is not
significantly lower than the market value.

o Finally, the Executive Board is authorized, with

the consent of the Supervisory Board, to deviate
from shareholders’ pre-emptive subscription
rights with respect to a nominal amount not ex-
ceeding € 6,503 thousand in order to offer new
shares to employees of Software AG and its affi-
liated companies (in accordance with sections 15
ff. of the German Stock Corporation Act) under an
employee share option plan. The new shares can
also be transferred to a bank on condition that
sale is restricted to entitled persans in accordance
with the Company’s instructions.

At June 30, 2004, the Executive Board had not
exercised its power to increase subscribed capital.

Revenues

Software AG primarily generates revenues from
software licenses (for unlimited periods of usage),
maintenance, and ather services. Incoming monies
from software ticenses are only posted as revenues
once a3 contract has been signed with the customer,
all possible rights of return have expired, the soft-
ware has been supplied, and a price has been agre-
ed or can be established, and there is sufficient pro-
bability that payment will be made.

Maintenance revenues are prorated over the period
of service provision.
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Revenues from contract work invoiced according to
man-hours are recognized once the services have
been provided by Software AG.

Pursuant to 1AS 11 and |AS 18, revenues from fixed-

price service contracts are recognized according to
the percentage of completion method where the
revenues can be reliably measured, there is suffi-
cient probability that Software AG will receive the
economic benefits of the transaction, and that all
related costs expected until completion of the
service can be reliably measured.

Revenues figures are net of all discounts and
rebates.

Costs of manufacture

Costs of manufacture include all production-related
costs on the basis of normal utilization levels. They
include individual unit costs that can be directly
allocated to projects, plus fixed and variable over-
heads. Borrowing costs are not capitalized in costs

of acquisition /manufacture. No unscheduled write-

downs on inventories were required during the
reporting period.

Research and development costs
Research and development costs are expensed in
the income statement as they are incurred.

The creation of and subsequent improvements to
software involve closely linked, highly interwoven
research and development phases. Accordingly, it is
not possible to strictly separate expenses incurred
for research from those incurred for development,
and the criteria for separately reporting develop-
ment costs laid out in JAS 38, Section 41, in conjun-
ction with 42, cannot be met.

Sales, marketing and distribution
These include personnel and materials costs, write-
downs, and advertising expenses.

Administrative costs
These include personnel and materials costs, and
applicable depreciation and amortization.

Earnings per share

Eainings per share are calculated by dividing net
income allocable to shareholders far the period by
the weighted number of shares outstanding during
the period. Software AG anly has common stock.
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Notes on the first-time application of 1AS /IFRS

Accounting and valuation

Pursuant to IFRS 1, International Accounting Stan-
dards (1AS)/International Financial Reporting Stan-
dards (IFRS) are applied retrospectively upon their
initial adoption. Figures from previous periods are
adjusted accordingly to allow effective comparison.

New standards published as part of the Internatio-
nal Accounting Standards Board Improvement Pro-
ject in December 2003, whose application is not
compulsory until january 1, 2005, have not been
employed for these financial statements.

0Of the new standards published during the pre-
vious quarter, whose application is not compulsory
until January 1, 2005, or later, Software AG chose
1o apply the provisions of IFRS 3 relating to the
impairment testing of goodwill to these financial
statements.

Application of 1AS/1FRS involves the following ma-
terial deviations from the accounting and valuation
principles set out in German law:

® Goodwill is no longer amortized, but subject to
regular impairment testing

® Securities available for sale are valued at their
fair market value, even where this exceeds the
cost of acquisition. Gains and losses are included
in other comprehensive income under equity, but
are not recognized in net profit or loss.

Derivative instruments are valued at their fair
market value, even where this exceeds the cost
of acquisition. Both gains and losses are recogni-
zed in net profit or loss for the period.

Revenues are recognized according to the per-
centage-of-completion method.

Property is depreciated according to its useful
economic life, and not according to tax scales.
Finance leases, according to the more restrictive
IFRS provisions, are posted as assets and leasing
liabilities.

Provisions are only formed where obligations to
third parties exist, and the probability that these
obligations will be fulfilled is at least 50 percent.
Medium and long-term provisions are stated at
cash values. Provisions are not formed for failure
to perform maintenance or for other expenses.
Provisions for pensions are formed according to
the projected unit credit method.

Deferred taxes are calculated according to the
balzance-sheet liability method. Deferred taxes
on loss carryforwards are formed where the
Company expects to be able to make use of
these loss carryforwards.

Cash positions in foreign currencies are valued at
the balance-sheet-date rate and recognized in
net profit or loss for the period. However, trans-
lation differences from long-term intra-Group
cash positions are posted in other comprehensive
income under equity, but are not recognized in
net profit or loss for the period.
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Balance-sheet reconciliation on January 1, 2003 (HGB! to IFRS)

|

€ thousands HGB Income Statement Reclassifications IFRS
Note Jan 1, 2003 related changes Jan 1, 2003
Assets
A. (Cash and cash equivalents
Cash in hand and bank balances 75,423 0 0
Securities 0 0 0
I 75,423 0 0

B. Current assets

inventories (1) 4,628 0 -3,873 755
Trade receivables n 122,160 616 3,873 126,649
Other receivables and other assets 2) 10,395 1,048 0 11,443
| 137,183 1,664 0 i
C. Fixed assets
Intangible assets 1,551 0 0 1,551
Goodwill 176,591 0 0 176,591
Property, plant and equipment (3) 37,000 15,776 0 52,776
Financial assets (4) 5,937 9,909 0 15,84
C221,079 25,685 0 *
D. Deferred taxes (5) 188 38,060 0
£, Deferred expenses | 6,947 0 0
Total assets i 65409 ®
Equity and liabilities
A. Current liabilities
Current financial liabilities (6) 3,395 3,016 0 6,411
Trade payables (7) 13,992 0 8,474 22,466
Other current liabilities (7) 18,046 0 12,934 30,980
Current provisions (8) 97,950 -16,110 -28,413 53,427
| 133,383 - 13,094 -7,005 & o
8. Non-current liabilities
Non-current financial liabilities (6) 0 8,395 0 8,395
Trade payables 0 0 0 0
Other non-current liabilities €] 448 0
Provisions for pensions 9 8,781 10,653
Non-current provisions (4] 0 0
i 9,229 19,048
C. Deferred taxes (5) i 2,012 14,994
D. Deferred income | 81,728 0
E.  Equity
Share capital 81,800 0 0 81,800
Capital reserves 132 0 0 132
Retained earnings 132,959% 34,552 -18,153 149,358
Consolidated income 0 0 0 0
Currency translation differences -423 0 423 0
Other comprehensive income (10) 0 9,909 17,730 27,639
| 214,468 44,461 =

Total equity and liabilities ‘ 63409
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Notes on the balance-sheet reconciliation from
HGB to IFRS (January 1, 2003):

Q)

(5)

Wark in progress as defined by HGB was reco-
gnized and posted as non-invoiced receivables
according to the percentage of completion
method (including margin).

Derivative instruments are valued at fair mar-
ket value, even where this exceeds the cost of
acquisition.

Depreciation of property was adjusted to take
account of expected useful economic lives.
Assets from capital leases were capitalized.
This change is a result of the fair-market
valuation of securities. The change is included
in other comprehensive income under equity,
but not recognized in net profit or loss for the
period,

Deferred tax assets are primarily formed for
loss carryforwards and provisions. Deferred tax
liabilities are primarily formed for deferred
expense and property, plant and equipment.
Long and short-term financial liabilities include
capitalized liabilities from capital leases.

Reconciliation of equity on January 1, 2003 (HGB to IFRS)

9

(8)

©)

Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
IFRS.

The adjustment of provisions (recognized in
net profit or loss) primarily comprises dis-sol-
ved provisions for expenses (maintenance,
guarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Reclassifications compri-
se provisions which, according to IFRS, are to
be posted as liabilities. See also note (7).

The increase in pension provisions is primarily
a result of the requirement under IFRS to in-
clude indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28
of the Introductory Act to the German Com-
mercial Code (EGHGB).

(10) Other comprehensive income includes unrea-

lized gains from the fair-market valuation of
securities and differences from the translation
of long-term intra-Group cash positions in for-
eign currencies (i.e. not in euros).

€ thousands Note

Equity in accordance with HGB as at Jan 1, 2003 214,468
Revenue recognized according to percentage of completion (1 616
Depreciation of buildings 3) 8,884
Finance leases (3), (6) - 4,519
Market value of securities and financial derivatives (2), (4) 10,957
Deferred tax assets (5) 38,060
Adjustments to other provisions (8) 16,110
Adjustments to pension provisions 9) -10,653
Deferred tax liabilities (5) ~ 14,994
Equity in accordance with IFRS as at Jan 1, 2003 POLTTTE 58920
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Balance-sheet reconciliation on june 30, 2003 (HGB (3 IFRS)

€ thousands HGB Income Statement Redlassifications IFRS
Note Jan 1, 2003 related changes Jan 1, 2003
Assets
A. Cash and cash equivalents
Cash in hand and bank balances 46,762 0 0 46,762
Securities 28,300 0 0 28,300
75,062 0 0 75,062
B. Current assets i L
Inventories (1) 5,727 0 -5,335 392
Trade receivables m 119,242 397 5,335 124,974
Other receivables and other assets (4) 12,270 651 0 12,921
1 137,239 1,048 0 et 4y -
C.  Fixed assets
Intangible assets 1,210 0 0 1,210
Goodwill (2) 165,665 10,926 0 176,591
Property, plant and equipment (3) 35,391 14,841 0 50,232
Financial assets (4) 6,769 14,106 0
I 209,035 39,873 0
D. Deferred taxes (5) | 28,192 21,668 0
E. Deferred expenses ! 8,208 0 0
Total assets | 457,986 GZ,369 0

Equity and liabilities
A. Current [iabilities

Current financial liabilities (6) 1,804 3,016 0 4,820
Trade payables (7 14,098 8 7,776 21,882
Other current liabilities (7) 17,908 0 10,354 28,262
Current provisions (8) 106,295 -7,372 -25,771 73,152
T 140,105 - 4,348 ~7,641 :
B. Non-current liabilities
Non-current financial liabilities 6) 0 5,947 0 5,947
Trade payables 0 0 0 0
Other non-current liabilities 7 140 0
Provisions for pensions %) 8,348 10,653
Non-current provisions 7) 0 0
1 8,488 16,600
Deferred taxes (5) : 2,012 13,930
Deferred income : I 87,383 0
E.  Equity
Share capital 81,800 0 0 81,800
Capital reserves 132 0 0 132
Retained earnings 146,017 21,494 - 18,153 149,358
Consolidated income -7,378 806 3,01 -3,561
Currency translation differences (10) -823 0 ~ 15,401 -16,224
Other comprehensive income {11) 0 14,107 30,543 44,650
| 219,748 36,407 0 %

Total equity and liabilities I 857,95 62,509 ®
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Notes on the balance-sheet reconciliation from

HGB to IFRS (June 30, 2003):

(1) Work in progress as defined by HGB was reco-
gnized and posted as non-invoiced receivables
according to the percentage of completion
method (including margin).

(2) Scheduled amortization of goodwill pursuant
to HGB was reversed as, according to IFRS 1,
where IFRS 3 is voluntarily applied to 2004,
it should also be applied to 2003. Accordingly,
2003 goodwill was not amortized according
to the straight-line method.

(3) Depreciation of property was adjusted to take
account of expected useful economic lives.
Assets from capital leases were capitalized.

(4) This change is a result of the fair-market valu-
ation of securities. The change is included in
other comprehensive income under equity,
but not recognized in net profit or loss for the
period. Derivative instruments are valued at
fair market value, even where this exceeds
the cost of acquisition.

(5) Deferred tax assets are primarily formed for
loss carryforwards and provisions. Deferred tax
liabiiities are primarily formed for deferred
expense and property, plant and equipment.

(6) Long and short-term financial liabilities include
capitalized liabilities from capital leases.

(7) Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
fFRS.

(8)

The adjustment of provisions (recognized in
net profit or loss) primarily comprises dissol-
ved provisions for expenses (maintenance,
guarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Reclassifications compri-
se provisions which, according to IFRS, are to
be posted as liabilities. See also nate (7).

The increase in pension provisions is primarily
a result of the requirement under IFRS to in-
clude indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28
of the Introductory Act to the German Com-
mercial Code (EGHGB).

(10) The change in currency translation differences

arase primarily from the fact that, as permit-
ted by IFRS 1.22, the HGB figure was reset

to zero for the IFRS statements on January 1,
2003. From this date, only IFRS currency trans-
lation adjustments were recorded.

(11) Other comprehensive income includes unreali-

zed gains from the fair-market valuation of
securities and differences from the transiation
of long-term intra-Group cash positions in for-
eign currencies (i.e. not in euros).
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N - 1
Reconciliation of equity on June 30, 2003 (HGB to IFRS)

€ thousands Note

Equity in accordance with HGB as at June 30, 2003 . 219,748 |
Revenue recognized according to percentage of completion 1) 397
Adjustment to goodwill amortization 2) . 10,926
Depreciation of buildings (3) 8,902
Finance leases (3), (8) -3,024
Fair market valuation (2), (4) 14,757
Deferred tax assets (5) 21,668
Adjustments to other accruals (8) 7.372
Adjustments to pension accrual 9 - 10,653
Deferred tax liabilities (5) -13,930

Other -8
Equity in accordance with IFRS as of June 30, 2003 ‘ L EAES

|
Recondiliation of net income on June 30, 2003 (HGB to IFRS)

€ thousands Note

Net loss in accordance with HGB at June 30, 2003 -7,378
Revenue recognized according to percentage of completion (N -219
Adjustment to goodwill amortization (2) 10,926
Depreciation of buildings 3) 18
Finance leases (3), (6) | 1,495
Fair market valuation (4) - 398
Deferred tax assets (5) . -3,334
Adjustments to other accruals (8) - 8,738
Adjustments to pension accrual (9 0
Deferred tax liabilities (5)

Other

Net loss in accordance with IFRS as of June 30, 2003 [}“‘
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Seasonal effects

The following table shows a breakdown of revenues
and pre-tax profits (adjusted for restructuring costs)
over the four quarters of 2003:

€ thousands Q12003 Q2 2003 Q3 2003 Q4 2003 200
Revenues 103,140 103,136 98,680 115,086 420,042
% of revenues at year-end 24.6% 24.5% 23.5% 27.4% 100.0%
Pre-tax profit 8,728 18,241 16,426 18,420 61,815
% of net income at year-end 14.1% 29.5% 26.6% 29.8% 100.0%

Revenues developed similarly ta previous years -
largely in line with the sales cycle. Against this
background, Software AG expects a similar pattern
for fiscal 2004. Restructuring activities in the second
half of 2003 produced significant cost reductions,
which contributed to an increase in pre-tax profit.

Contingent liabilities

At June 30, 2004, no provisions had been formed
for the following centingent liabilities (stated at
face values), for which it was deemed improbable
that the Company would have to fulfill obligations:

€ thousands
Bank guarantees 5,333
Other 1,144

6,477

Share-option plans

The Software AG Group runs various share-option
plans for Executive Board members, seniof executi-
ves, and other employees which are not expensed
in the consolidated financial statements.

First share-option plan: At June 30, 2004, Executi-
ve Board members held 145,846 subscription rights
to shares in the Company, and senior executives
69,069 - unchanged over june 30, 2003. These
rights cannot be exercised before June 30, 2004.
Options have a term of seven years from the date
on which they are granted, and may only be exer-
cised, after an initial vesting period of 24 months
as of the Software AG IPQ, on four occasions during
each fiscal year: after the publication of quarterly,
biannual, and annual earnings figures.

The subscription price per share is the issue price
less a 20 percent mark-down, but no less than

€ 28.12. As Company stock was floated at € 30,
this minimum applied.

B Holders of subscription rights must fulfill the fol-
lowing three conditions before they may exercise
their conversion rights:Consolidated earnings from
ordinary activities (according to HGB) must have
increased by 30 percent between 1997 and 1999.




Q2/04 - Notes

33

This condition was fulfilled between 1997 and
1999.

m Consolidated earnings from ordinary activities
(according to HGB) must total at least 10 percent
of revenues for the fiscal year prior to conversion.

m The share price must exceed the minimum con-
version price.

Second share-option plan: At june 30, 2004, Exe-
cutive Board members held 142,250 subscription
rights to shares in the Company, and senior execu-
tives 434,750. These rights cannot be exercised
before june 30, 2004, During the second quartey,
90,000 of the options held by Executive Board
members were withdrawn, and 125,400 new opti-
ons were issued to senior executives. No rights
could be exercised during the period.

The subscription price is the average XETRA
closing price over the previous five trading days
on the Frankfurt Stock Exchange before the date
of conversion.

Holders of subscription rights must fulfili the follo-
wing two conditions before they may exercise their
conversion rights:

m (onsolidated revenues must have increased for
the fiscal year prior to conversion by at least 10
percent in comparison to the previous year.

® (onsolidated earnings from ordinary activities
(according to HGB) must total at least 10 percent
of revenues for the year prior to conversion.

The terms, blocking period, and conversion dates
correspond to those of the first share-option plan.

oOther financial obligations

Software AG has entered into rental and leasing
contracts for buildings, real estate, IT and P8X
systems, and vehicles. Obligations from these con-
tracts (where the contracts are still within their
minimum durations) until the end of fiscal 2004
total € 8,829 thousand. Obligations until the end
of fiscal 2008 total € 38,535. The leasing contracts
are operating leases as defined by IAS 17.

Employees

The Software AG workforce averaged 2,435 during
the second quarter of 2004, and totaled 2,467 on
June 30, 2004.

Executive Board and Supervisory Board

On June 30, 2003, the composition of the Super-
visory Board had changed as follows in comparison
to December 31, 2003:

By resolution of the annual shareholders” meeting
on April 30, 2004, Dr. Andreas Bereczky, Director of
Prcduction at German public-service TV broadcaster
ZDF, Mainz, was elected to succeed Dr. Peter Lex on
the Software AG Supervisory Board.

Karl-Heinz Hageni (employee representative) left
the Supervisory Board on April 30, 2004. On June
25, 2004, employees elected Monika Neumann,

chair of the General Works' Council, Schliersee, as
Mr. Hageni's replacement.

The composition of the Executive Board at june 30,
2004, was unchanged in comparison to December
31, 2003.
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Events subsequent to the balance-sheet date

Restructuring for international growth

August 2004: Software AG streamlined its interna-
tional structure as part of a drive to encourage
growth across both new and established markets.
The Company’s activities will now be organized
into three regions, previously four, represented on
the Executive Board by a Regicnal Manager.

North America/Northern Europe includes the
USA, Canada, and the United Kingdom. This
region is led by Mark Edwards, and also covers
activities in Scandinavia and South Africa.

The South region spans southern Europe, south
and central America, and is the responsibility of
Christian Barrios Marchant.

Central /Asia is managed by Andreas Zeitler, and
incorporates the German-speaking countries,
Eastern Europe, the Mid-east, Asia, and Australia.
This will enable the company to service high
growth markets more efficiently.

This strategic reorganization will enhance integrati-
on across the Software AG Group by mirroring the
cultural and language links between countries in
the company’'s regional structure. This will allow us
to better exploit traditional economic ties, leverage
resources and skills, improve cooperation, and form
valuable new partnerships.

New R&D structure

July 2004: Software AG reorganized its research and
development activities. The Research and Develop-
ment integration team has joined the XML Business
Integration business line, and the Enterprise Trans-
action Systems development team is now part of
the Enterprise Transaction Systems business line.
This means that, as with product management and
marketing, all R&D activities now take place within
the framework of the two strategic business lines.
This move is intended to ensure all Software AG
development work is focused on market require-
ments, taking account of the specific characteristics
of the Enterprise Transaction Systems and XML Busi-
ness Integration segments. In this way, we can
rapidly recognize and respand to changing needs,
establishing the basis for practical innovation. This
will strengthen skills and flexibility at both business
lines. It also reinforces Software AG's place as a first
mover in the fast-paced XML market.

Changes to Software AG management

The managers of the two new R&D areas report
directly to the CEQ. Chief Technology Officer Dr. Peter
Mossack has left the Company. Gary Voight, Exec-
utive Board member responsible for the Americas
region, has also departed to join a US software
house as CEO. The Software AG Executive Board
naow has five members. Haskell Mayo, previously
Senior Vice President, Marketing and Sales, in the
USA, has been appointed President, North Ameri-
can Operations.
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Financial Calendar

" September 30, 2004 HVB German Investment Confarence,
- Minchen
Octaber 28, 2004 Q3 earnings figures

November 23/24, 2004 German Equity Forum,
- Deutsche Barse AG, Frankfurt
May 13,2005 Annual Shareholders” Meeting

Software AG

Corporate Headquarters
UhlandstralRe 12

64257 Darmstadt, Germany
Tel. +49 61 51-92-0

Fax +49 61 51-92-11 91

www.softwareag.com
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Key ligures

IFRS, unaudited

Q1/04 - Key figures

€ millions (unless stated)

March 31, 2004

March 31, 2003

Change in %

Revenue 95.7 103.1 -7%
Products 674 69.2 -3%
of which licensing 233 219 6%
of which maintenance 441 47.3 -7 %
Professional services 28.0 33.6 -17%
Other 0.3 0.3 0%
EBIT 15.1 8.0" -
as % of revenue 16% 8%
Income before taxes 15.8 -23.1 -
as % of revenue 17% -22%
Income after taxes 9.8 -14.8 -
as % of revenue 10% -14%
Earnings per share (€) 0.36 -0.54 -
€ millions (unless stated) March 31, 2004 Dec 31, 2003 Change in %
Total assets 523.5 509.1 3%
Cash and cash equivalents 83.1 74.2 12%
Shareholders’ equity 286.8 269.2 7%
as % of total assets 55% 530%
Employees 2,512 2,885 -13%
of which in Germany 898 1,119 -20%

* pre restructuring expenses

Profile

Software AG is an international provider of systems software and XML integration and data-management
services. We offer integration solutions based on XML (eXtensible markup language), a key technology
for the smooth exchange of data and documents, and a powerful means of introducing state-of-the-art
applications into existing IT architectures. We are the European No. 1 and one of the world leaders in

this area.
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Q1/04 - Introduction by the Executive Board

Karl-Heinz Streibich
Chief Executive Officer

Firm foundations for the future

Software AG hit the ground running in the first quarter of 2004. With iower costs and higher
efficiency leading to a marked improvement in earnings, we reaped the rewards of the effective
reorganizational activities carried out in the previous months.

The first three months of the year were not

only successful in terms of overall business devel-
opment: We also made tangible progress in the
implementation of our new strategy.

The XML Integration business line now has a
clearly structured portfolio, comprising Enterprise
Integration Services, Enterprise Information Services
and Legacy Integration. These are designed to

help customers increase integration of existing

IT systems.

The business line Enterprise Transaction Systems
Modernization now provides defined product pack-
ages aimed at increasing the value of customers’
existing investments in Adabas/Natural.

Software AG spedialists are currently building new
ETS Advantage Services to complement our product
packages, creating total solutions.

The new organizational structure defined last

year is now in place, with a dedicated team of
software architects for each business line. Drawn
directly from the Research and Development

unit, team members will interface closely between
R&D and the sales organization, ensuring effective
knowledge transfer. Teams will provide feedback to
the sales force on their experience with customers,
and, via the two business lines, will influence
future research and development. In this way, we
are fostering a sustainable, market-driven approach
to the development of new products and solutions.
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The new structure will accelerate Software AG's
transformation into a learning organization.

We have further strengthened our international
orientation by appointing joe Gentry, from the US,
and Jonathan Airey, from the UK, to lead the ETS
Modernization and XMLi business lines respectively.
These moves reflect our determination to maximize
intra-Group, cross-border collaboration.

The international nature of the Group creates
added value for all Software AG companies. By
establishing effective links between countries, we
create a global pool of resources which benefits
our technologies, solutions, and customer relation-
ships. And intensified marketing efforts, allied
with the creation of a focused corporate identity,
are supporting the shift to a team-oriented,
learning organization.

//W

Karl-Heinz Streibich
Chief Executive Officer
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Leading indices outperformed

The notable upswing in the value of Software AG shares during fiscal 2003 continued into the first
quarter of 2004. The price rose from €16.30 at December 31, 2003 to €21.04 at March 31, 2004.

As a result, Software AG stock outperformed both
the TecDAX and the Nasdaq 100 by a clear margin.
The TecDAX rose by 9.8 percent and the Nasdaq
100 fell by 2.0 pergent, while the price of Software
AG shares rose 29.1 percent.

This reflects growing investor confidence in Soft-
ware AG. As a result of the strategic focus on
Enterprise Transaction Systems (ETS) and XML Inte-
gration announced in early December 2003, we
succeeded in convincing nat only our customers,

but also financial analysts and investors of the posi-
tive outlook for the Company and for Software AG
shares. Financial results for the fourth quarter of
2003 and the first three months of 2004 signifi-
cantly exceeded market expectations. The program
of cost savings initiated in 2003 has significantly
raised profitability, leading to improved ratings.
Forecast earnings per share for 2004 have been
revised upward to between €2.50 to €2.60. This
includes approximately €0.88 in proceeds from

the sale of holdings.

Comparison of share development with leading indices
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Improved ratings from financial analysts

During the first quarter of 2004, investor relations
concentrated on communicating the benefits of the
new business strategy. At two investor conferences,
and by means of a large number of face-to-face
meetings with analysts and investors, we provided
information on the new strategy and on Software
AG's potential. Press and analyst earnings confer-
ences for year-end 2003 and first-quarter 2004
were broadcast live via the Internet, and the pre-
sentations are available as downloads. We also
organized a special event at Company headquarters

for financial analysts, who are important opinion
leaders with influence over both private and
institutional investors. These activities contributed
to improved ratings from financial analysts: The
number of sell recommendations fell from seven
to two, and the number of hold recommendations
from six to four. At the same time, buy recommen-
dations increased from seven to twelve. The
average share-price target was increased several
times during the course of the first three month,
reaching €29 after first-quarter results were
published on April 27, 2004,

t
T | —

March 31, 2004

March 31, 2003

XETRA closing price (in €) 21.04 11.55
Number of shares 27,266,752 27,266,752
Market capitalization (in € millions) 574 315
52-week high/low 25.16/9.81

Frankfurt (Prime Standard/TecDAX), ISIN DE 0003304002, ticker symbol SOW
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Positive start to the year - annual targets within reach

Business development in the first quarter was strongly influenced by the positive impact of
restructusing. Operating profit {(EBIT) rose by 89 percent to €15.1 million; pre-tax profit rose to

€15.8 million; net profit improved to €9.8 million.

Consolidated revenues for the first quarter totaled
£95.7 million, €£103.1 million in the same period
of 2003. More than 28 percent of revenues were
posted in US dollars. As a result, the weak dollar
had a significant impact on reported figures.
Adjusted for currency translation effects, quarterly
revenues were 2 percent lower than in 2003.

Product sales remain stable

Product revenue, compromising of both license and
maintenance services, remained the main source of
revenue. Product revenues totaled €67.4 million
(€69.2 million in Q1 2003). Adjusted for currency
transiation effects, this represents an increase of

3 percent.

Licensing revenues developed particularly positively.
Adjusted for currency translation effects, sales
increased by 11 percent to €23.3 million. This
growth was primarily attributable to the Enterprise
Transaction Systems (ETS) Business Line, which
contributed more than 76 percent of ali licensing
revenues.

ETS revenues exceed forecasts

The business line ETS Modernization generated
licensing sales of €17.8 million, an increase of

31 percent. This reflects both the slightly improved
willingness of customers to invest in IT, but also
the impact of our intensified marketing efforts. The
new strategic focus takes into account the impor-
tance of ETS products. Moreover, this clear long-
term commitment provided a boost to the morale
of the ETS sales force.

Nevertheless, customers remain cautious

with regard to investment in new technologies.
XML Business Integration license sales fell to

€3.8 million (€6.1 million in Q1 2003) in the first
quarter. However, the launch of our new XML
Integration Packages in the second quarter is
expected to lead to improvement over the remain-
der of the vear,
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Breakdown of revenues by segment

€ millions Q1 2004 Q12003 Change in %
| (adj. for currency

translation)

Products 67.4 69.2 | 3
of which maintenance 441 473 ¢ 0

of which licensing 233 219 1
Project services 28.0 336 -15
Other 0.3 03 i 0
Total 95.7 103.1 - -2

Fall in revenues from professional services
Before currency translation effects, revenues from
maintenance services remained unchanged year-
on-year, contributing €44.1 million to product sales.
Project services contributed revenues of €28.0 mil-
lion, with market oversupply playing a significant
role in this lower figure. In addition, Software AG
has deliberately focused professional services on
high-margin areas since 2003. The fall in revenues
for this segment is a direct result of the reduction
in the consultant headcount. {T consultant utiliza-
tion was unchanged in comparison to 2003,

Increased revenues from licensing in the
regions

Three of Software AG's regional subsidiaries posted
increased revenues from licensing. In northern
Europe, Asia/Pacific, and South Africa, license sales
from new software increased by almost a third to
€7.4 million. In Central and Eastern Europe, the
increase was 21 percent. In Southern and Western
Europe, revenues from licensing rose 19 percent to
€5.3 million. {n the Americas, the weak dollar led
to a drop in revenues from licensing to €5.2 million
in comparison to €7.4 million over the same period
of 2003.

Breakdown of revenues by segment

Profitability

89 percent increase in operating profit

Lower costs as a result of restructuring helped to
lift profitability. Strict cost management reduced
other operating costs by €10.6 million.

As a result, earnings figures, reported for the first
time in accordance with International Financing
Reporting Standards (IFRS), improved significantly.
Earnings before interest and tax (EBIT) rose to
€15.1 million, an increase of 89 percent. This is
equivalent to an EBIT margin of 16 percent
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Pre-tax profit rose to €15.8 million, in comparison
to a loss of -€23.1 million in the same period

of 2003 (largely a result of restructuring costs of
€31.8 million). Net income for the quarter totaled
€9.8 million, contrasting with a loss of -€14.8 mil-
lion in the first quarter of fiscal 2003. This represents
earnings per share of €0.36 (-€0.54 in Q1 2003).
Fluctuations in currency rates have less impact on
profitability than on revenues, since a significant
proportion of costs are also posted in US doltars,
and hedging is employed to shield forecast
earnings from the potentially negative impact of
significant changes in exchange rates.

Further increase in equity-to-assets ratio
Software AG has further improved its financial
footing. Shareholders’ equity increased to
€286.8 million from €242.3 million in the first
quarter of 2003. As a result, the equity-to-assets
ratio improved further, reaching 54.8 percent.

Cash and cash equivalents increased from

€80.9 million in the first quarter of 2003 to

€83.1 million. Assets rose to €256.6 million, prima-
rily as a result of improved valuations for financial
assets. Despite an increase in restructuring pay-
ments of €6.4 million, cash flow from operating
activities totaled €10.7 million in comparison to
€12.0 mitlion in the first quarter of 2003.

As a result of the adoption of International Financial
Reporting Standards (IFRS), goodwill was frozen

at €176.5 million on January 1, 2003 (the date of
the changeover from HGB to IFRS). Therefore good-
will rose by €22.0 million on December 31, 2003
(i.e. the amount amortized one year previously).

Progress on the strategic front

On track to becoming a global networked
company

Software AG is a global player, with a presence in
59 countries. Global reach affers enormous oppor-
tunities, which we intend to leverage by becoming
3 global networked company. This entails closer
cooperation and greater knowledge transfer
between all units and functions, with the goal of
establishing a learning organization driven by the
needs of our customers.

Global Networked Company

Customers

Employees

| Portfolio
| Marketing J |

Synergy through a worldwide R&D organization
The implementation of an international research
and development network is in progress. R&D
centers in the US, the UK, Germany, and Spain are
engaged in the optimization of the core products
of both business lines, ETS and XMLI. Software AG
india is responsible for some XML Business Line
development. This new arrangement results in
lower costs; a greater synergy and a greater focus
on market requirements.
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R&D activities were reorganized in order to concen-
trate more fully on the Company’s core competen-
gies. Software AG now channels its R&GD effort
more directly into products and solutions with mar-
ket potential. Technology architects act as inter-
faces between market requirements and Software
AG’s R&D units. These architects understand cus-
tomer requirements, product features and various
best-practice projects. They help us to integrate
and combine skills and resources throughout the
enterprise in order to better meet customer
requirements.

R&D employees by location

Customer-driven sales activities

In line with our new strategic focus, we strength-
ened marketing and sales efforts in the first quar-
ter. The Customer First Program, originally devel-
oped in the US, will be implemented throughout
the Group. The aim is to create a “customer-first”
culture in all areas of Software AG. In other words,
we wish to ensure that the Company is focused
on the customer and customers’ requirements and
not just on the sales front but in all aspects and
activities of Software AG.

Quality of customer relationships improves
The Company also succeeded in broadening and
deepening relations with key decision makers

at customer organizations. According to market
analysts, top managers are responsible for the
allocation of more than 90 percent of IT budgets.
As 3 result, maintaining good relations with

key executives is vital to the generation of new
business. We have intensified efforts ta involve
Software AG in the earliest possible phase of the
sales cycle, helping us to gain access to high-value
contracts.

Against the background of our renewed focus on
market requirements, we have established a cus-
torner knowledge-management system. Designed
to capture and collect knowledge relating to the
market, customers and solutions, it aggregates
information throughout the enterprise, and makes
it available worldwide, and in real time. We are
confident that this will provide further impetus for
the Company.

Staffing

Employee numbers realigned

On March 31, 2004, Software AG employed
2,512 people, 373 less than on March 31, 2003.
Headcount fell primarily in Germany, particularly
at headquarters. 64 percent of the Software AG
warkforce is based outside Germany.
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Significant increase in forecast earnings

During the first three months of the year, we laid sofid foundations for 2 successful fiscal 2004,
with strong operating earnings and buoyant license sales. During the coming three quarters, we
wili continue to focus on stabilizing revenues and streamiining costs.

We believe our decision to concentrate on two core
business lines will generate sufficient revenues

to offset the withdrawal from non-strategic areas.
XML license sales are expected to pick up in the
second half of the year, particularly as a result of
the launch of our XML Integration Packages in

the second quarter. Moreover, the Project Services
division is expected to benefit from increasing
revenues from integration work.

At the same time, we will continue to reduce
operating costs, partly as a result of the ongoing
consolidation of R&D activities. Improvements in
operating margin, additional cost savings, and
healthy cash flows will further strengthen Software
AG's finances. Against this background, we expect
full-year operating profit to exceed the 2003 figure
by around 25 percent.




Q1/04 - Consolidated income statement 13

Consolidated income statement for the three months ended March 31, 2004 (January1 to March 31, 2004)

IFRS, unaudited

€ thousands March 31, 2004 March 31, 2003

Revenues )

Products 67,389 69,212 |
of which licensing ‘ 23,252 21,865 3
of which maintenance ; 44,137 47,347

Professional services 27,999 33,576

Other i 3N 3582

Total revenues P T 103,140

Total costs of sales . - 33,305 -39,434 !
Gross profit e R :

Research and development - 15,031 -16,233 ‘

Sales, marketing and distribution ) - 20,586 - 25,973 ‘
Administrative costs -11,106 - 15,084 1
Total operating expenses e -57,290 ’
Other income/expenses : - 561 ~30,172"
Interest income /expenses 651 704 i
Pre-tax profit 15,781 -23,052 f

Taxes - 6,024 3,281
Consolidated net income Fon -

Earnings per share in € (basic = diluted) 036 -0.54

* Including restructuring expenses incusred in the first quarter of 2003 to the amount of €31,780 thousand.

- e e e veae . - . -
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Consolidated balance sheets as of March 31, 2004

IFRS, unaudited

€ thousands

March 31, 2004

14

March 31, 2003

Dec 31, 2003

Assets

A. Cash and cash equivalents

1. Cash in hand and bank balances ‘ 53,355 51,730 53,083
2. Securities ' 29,743 29,154 21,076
] 80,384 74,159
B. Current assets
1. Inventories 235 117 387
2. Trade receivables 122,241 118,736 124,578
3. Other receivables and other assets 6,818 14,501 7,701
I 133,654 132,666
C. Fixed assets
1. Intangible assets 1,421 1,380 1,491
2. Goodwill 176,472 176,591 176,472
3. Property, plant and equipment | 46,613 52,367 47,880
4. Financial assets f 32,062 15,735 25,028
246,073 250,871
D. Deferred taxes 49,087 44,959
E. Deferred expenses 10,203 6,476
Total assets | suss il 319,901 509,131
Equity and liabilities
A. Current liabilities
1. Current financial liabilities 4,536 5,017 6,546
2. Trade payables ! 19,942 20,245 26,770
3. Other current liabilities 22,091 31,570 25,294
4. Current provisions 63,714 73,935 77,791
E 0 ] 130,767 136,401
B. Non-current liabilities
1. Non-current financial liabilities 4,600 8,140 4,356
2. Trade payables 27 0 22
3. Other non-current liabilities 3,785 3,665 3,641
4. Provisions for pensions 19,753 19,027 19,666
5. Non-current provisions 5,116 3,455 5,596
34,287 33,281
C.  Deferred taxes 16,270 12,798
D. Deferred income 96,290 57,330
E.  Minority interest ] 126
F. Equity
1. Share capital 81,800 81,800 81,800
2. Capital reserves 132 132 132
3. Retained earnings 156,454 149,358 149,358
4, Consolidated net income 9,757 -14,771 7,096
5. Currency transiation differences - 25,827 - 8,379 -32,340
6. Other comprehensive income 64,496 34,147 63,149
FE 0 ] 242,287 269,195
Total equity and liabilities 598,881 568,137




Cash flow statements for the three months ended March 31, 2004 (January 1 to March 31, 2004)

IFRS, unaudited
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€ thousands Q1 2004 Q1 2003
Consolidated net loss 9,757 - 14,771
Depreciation 2,250 3,080
Interest result - 651 -704
Income taxes 5,523 - 8,867
Cash generated from operations 16,879 -21,262
Income from sale of assets 2 M
Changes in inventories, receivables and other current assets 690 1,659
Changes in payables and other liabilities -3,43 39,770
Income taxes paid -3,998 - 8,837
Interest paid -200 -383
Interest received 803 | 1,016
Net cash used in/provided by operating activities 10,745 11,974
Cash received from the sale of property, plant and equipment/intangible assets 22 292
Investments in property, plant and equipment/intangible assets -737 -1,870
Cash received from the sale of financial assets 35 4
Investments in financial assets -557 - 465
Net cash used in/provided by investing activities - 1,237 -2,039
j
Repayment of loans from acquisitions and other financial liabilities -727 ; -3,645
Net cash used in/provided by financing activities -727 -3,645
Change in cash funds tram cash-relevant transactions 8,781 | 6,290
Currency translation adjustments 158 -828
Net change in cash and cash equivalents 8,939 | 5,462
Cash and cash equivalents at beginning of period 74,159 75,423
Cash and cash equivalents at end of period 83,098 80,885
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Segment report for the three months ended March 31, 2004 (January 1 to March 31, 2004)

IFRS, unaudited

€ thousands Americas  Southern and Northern  Central and Total Central  Total Group
Western Europe Europe, Eastern Europe functions,
Asia/Pacific, R&D and
South Africa Consolidation
Licenses 5,165 5323 7,409 5,355 23,252 0
Maintenance 18,926 6,489 8,853 9,884 44,151 -14
Services 3,183 16,410 2,024 6,387 28,004 -5
Other 99 49 35 22 205 126
Total revenues 27,374 28,270 18,321 21,648 95,612 107
EBITA 7,481 2,670 4,972 3,860 18,984 -3,854
Amortization

Interest result
Restructuring expense
Profit before tax

Taxes

Net income

Proportion of total revenues 28.6% 29.6% 19.2% 22.6% 100.0%
Product revenues 24,091 11,811 16,262 15,238 67,403
Proportion of total product revenues 35.7% 17.5% 24.1% 22.6% 100.0%

Segment report for the three months ended March 31, 2003 (January 1 to March 31, 2003)

IFRS, unaudited

€ thousands Americas  Southern and Northern  (entral and Total Central  Total Group
Western Europe Europe, Eastern Europe functions, .
Asia/Pacific, R&D and
South Africa Consolidation
Licenses 7,387 4,488 5574 4,417 21,866 -1 21,865
Maintenance 21,343 6,702 9,440 10,215 47,700 -353 47,347
Services 4,647 17,994 1,835 9,194 33,669 -93 33,576
Other 1 21 31 53 107 245 352
Total revenues 33,378 29,205 16,880 23,880 103,342 -202 103,140
EBITA 7,792 3,123 3,820 1,673 16,408 -8,384 8,024
Amortization 0
Interest result 704
Restructuring expense -31,780
Profit before tax -23,052
Taxes 8,281
Net income -14,771
Proportion of total revenues 323% 283% 16.3% 23.1% 100.0%
Product revenues 28,730 11,189 15,014 14,632 69,566

Proportion of total product revenues 413% 16.1% 21.6% 21.0% 100.0%
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Development of shareholders’ equity for the three months ended March 31, 2004 (January 1 to March 31, 2004)

tFRS, unaudited

€ thousands Shares Capital Retained Consolidated Currency Other
Number  Share capital resefves earnings income translation  comprehen-

differences  sive income

At January 1, 2004 27,266,752 81,800 132 156,454 0 -32,340 63,149

Consolidated income
for the period : 9,757

Currency translation

differences 6,513

Fair market valuation

of financial assets

Currency translation 1 1,347
At March 31, 2004 27,266,752 81,800 132 156,454 9,757 - 25,827 64,496

I
Development of shareholders’ equity for the three months ended March 31, 2003 (January 1 to March 31, 2003)

IFRS, unaudited

Total

€ thousands Shares Capital Retained Consolidated Currency Other Total

Number Share capital reserves earnings incame translation  comprehen-

differences  sive income

At January 1, 2003 27,266,752 81,800 132 149,358 0 0 27,639 258,929
Consolidated income
for the period - 14,71 - 14,771
Currency translation
differences -8,379 -8379
Fair market valuation
of financial assets
Currency translation 6,508 6,508
At March 31, 2003 27,266,752 81,800 132 149,358 -14,77 - 8,379 34,147 242,287
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Accounting principles

Basis

The consolidated financia! statements of Software
AG to March 31, 2004, were for the first time
prepared in accordance with the International
Accounting Standards Board’s (IASB) International
Accounting Standards (IAS) and International
Financial Reporting Standards (IFRS). Software AG
complied with the 1AS and IFRS, and IFRIC (Inter-
national Financial Reporting Interpretations Com-
mittee, formerly SIC) interpretations applicable on
December 31, 2003.

Figures in the consolidated financial statements
are, unless otherwise stated, quoted in thousands
of euros (€ thousands).

Principals of consolidation

The consolidated financial statements include
Software AG and companies under its control. Con-
trol is generally taken to be proven where the
Group holds, directly or indirectly, the majority of
voting rights for authorized capital in a company,
and/or can determine the fiscal or business policy
of the company.

The financial statements of consclidated companies
are compiled according to consistent accounting
and valuation principles.

Subsidiaries established by Software AG are con-
solidated on the date they are formed. However,
first-time consolidation occurred after the date of
foundation for Softinterest Holding AG and its
subsidiaries - which were consolidated for the first
time in 1994 - as well as for the Asian subsidiaries,
for SQL and for SAG-IRL.

The first-time consolidation of all companies was
undertaken using the book value method. Sub-
sequent consolidation is derived from the figures
employed for first-time consolidation.

Debit balances arising from capital consolidation
and relating solely to goodwill from acquisitions
before January 31 were netted against capital
reserves, pursuant to Section 309, Subsection 1, of
the German Commercial Code (HGB). Goodwill
from acquisitions after January 31 was capitalized
and will be amortized over ten vears. In accordance
with the option granted by IFRS 1.14, the Company
has not applied IAS 22 retrospectively, but has
continued to use the figures for mergers and acqui-
sitions posted according to HGB.

Revenue, expenses and income, receivables, liabili-
ties, and provisions arising between consolidated
companies have been eliminated. Intercompany
earnings from services provided within the Group
were also eliminated where these were not real-
ized from services to third parties.

Consolidated companies
There were no changes to the scope of consolida-
tion in comparison with December 31, 2003.

Estimates and assumptions

In a few instances, estimates and assumptions
were made which could impact the statement and
amount of figures posted for balance-sheet assets,
debt, income, expenses and contingent liabilities.
True values may deviate from these estimates and
assumptions.

Currency translation

The financial statements of foreign subsidiaries are
translated using functional currencies: As these
companies have organizational, financial, and com-
mercial independence, the respective local curren-
¢y is identical to the functional currency. Assets and
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liabilities are translated according to the price on
the balance-sheet date, and expenses and income
according to monthly averages. Currency translation
differences are posted as such under equity, but
not recognized in net profit or loss for the period.

In the individual financial statements for con-
solidated companies, foreign-currency items are
translated on the balance-sheet date, and included
in net profit or loss for the period. Translation dif-
ferences from long-term intercompany cash items
are excepted from this rule. These are posted as
other comprehensive income under equity, but not
recognized in net profit or loss for the period.

Cash on hand and bank balances
This item includes cash and short-term investments,
plus short-term cash equivalents.

Cash equivalents are short-term, highly liquid
financial investments which can be converted to
cash at any time, and which are only subject to
immaterial fluctuations in value.

Securities and financial assets

Financial assets are initially valued at the cost of
acquisition, including transaction costs. The subse-
quent valuation depends on their classification.

Financial assets which are available for sale are
valued according to their price on the balance-
sheet date (i.e. the fair market value). Price gains
or {osses are posted as other comprehensive
income under equity, but not recognized in net
profit or loss for the period.

Software AG uses hedging instruments to protect
against the risks posed by worldwide currency
fluctuations. Company policy is to hedge against
currency risks in their totality, and not take specific
action for each individual transaction. Open posi-
tions in futures transactions are valued at the fair

market price, and listed on the balance sheet under
securities held for trading purposes. Price gains or
losses are included in the net income figure for the
relevant year.

Financial assets are recorded at their individual fair
market values where this is possible to calculate
and the assets have not been held until maturity.
Loans and receivables included under this item
which are not held for trading purposes, and assets
with no publicly available price on an active mar-
ket, where it is not possible to reliably calculate a
fair market price, are valued at the adjusted cost of
acquisition. All values are subject to regular, objec-
tive impairment testing, and value impairment,
where it has occurred, is reflected in earnings for
the period.

Inventories

Inventaries are recorded at the lower of cost of
acquisition/manufacture or net realizable value.
Net realizable value is the estimated amount that
wauld be raised from a sale during normal opera-
tions, less the estimated costs arising until manu-
facture is complete, and less sales costs.

Trade receivables

Trade receivables are posted at the fair value
applicable when revenues are realized or services
provided, and valued at the net book value, less
any necessary value adjustments.

This item also includes unbilled services from
projects for which a fixed price has been agreed,
but for which the percentage of completion
method is applied.

Other current assets
Other current assets are vatued at cost of acquisi-
tion, which corresponds to fair market value.
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Intangible assets

Concessions, industrial and similar rights and
assets, and licenses to such rights are capitalized
at cost of acquisition and amortized over their
useful economic lives according to the straight-line
method. These assets are reqularly subject to
impairment testing.

Goodwill

Debit balances arising from capital consolidation as
defined by HGB are calculated according to book
value, with no disclosure of hidden reserves. Before
January 31, 2001, balances were offset against cap-
ital reserves, pursuant to Section 309, Subsection 1
of HGB. After this date, goodwill was capitalized
and amortized over ten years according to the
straight-line method. The term over which goodwill
is amortized is established at the time of the acqui-
sition, based on the useful economic life of the
goodwill. Software AG makes use of IFRS 1.13,
which allows the Company to retain HGB valuations
of goodwill arising before the transition to IFRS
accounting on January 1, 2003. In accordance with
IFRS 3, the historical HGB valuation of goodwill was
posted at €176,591 thousand on this date. IFRS 3
requires that goodwill is no longer amortized, but
subject to regutar impairment testing and examina-
tion of its future useful economic life. The residual
book value is written down to its fair value where
the value has been impaired.

Property, plant and equipment

Property, plant and equipment are stated at cost of
acquisition or manufacture less accumulated depre-
ciation and impairment costs. Where items are sold
or scrapped, the relevant cost of acquisition and
accumulated write-downs are eliminated - any
realized income/loss from the disposal of the asset
is shown on the income statement.

Tangible assets acquired for €410 or less are fully
written down in the year they are first posted.

Cost of acquisition/manufacture comprises pur-
chase price, including any customer payments and
non-refundable income tax, and costs that are
directly attributable to preparing the asset for its
intended use. Expenditure such as maintenance
incurred once the asset is in use is posted in the
period during which it is incurred. Subsequent
expenditure is only booked under assets where
this improves the condition of the asset beyond
its originally assessed standard of performance.
Financing costs are not included under cost of
acquisition/manufacture.

Property, plant and equipment are depreciated over
their useful economic lives according to the
straight-line method:

Buildings 50 years
improvements to property 8 - 10 years
Office and plant equipment 3~ 13 years
Computer and equipment 1 -4 years

Useful economic lives and methods of depreciation
are periodically examined to ensure that thearetical
values correspond with actual expected values.

Assets under construction are allocated to unfin-
ished property, plant and equipment, and stated at
cost of acquisition/manufacture. Depreciation only
takes place once manufacture is complete and the
asset is in use.

Impairment of the value of intangible assets
and property, plant and equipment

Where there is evidence that the value of intan-
gible assets, property, plant and equipment has
been impaired, these are immediately written
down to their recoverable values, i.e. the higher of
net realizable value and value in use. Value in use
is the cash value of forecast future cash flows from
the continued use of an asset and from disposal at
the end of its useful economic life.
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Leasing

Fixed assets include assets provided under leasing
contracts. Software AG leases property, plant, and
equipment. According to IAS 17, leasing contracts
are classified as capital leases (where the leased
asset is allocated to the lessee) or operating leases
{where the leased asset is allocated to the lessor).

Capital leases: Leased items are posted on the
balance sheet under both assets and leasing liabili-
ties (at the same amount). The fair market value
of the leased item at the beginning of the contract
is used, or, where less, the cash value of the total
minimum leasing payments. Calculation of this

cash value is based on the interest rate of the over-

all lease agreement, where this figure can be prac-
tically identified. Otherwise, the lessee's threshold
borrowing interest rate is used. Capital leases are
amortized over their scheduled useful economic
lives according to the straight-line method. Future
lease installments are posted as financial liabilities.

Operating leases: Operating lease payments are ex-
pensed throughout the life of the leasing agreement.

Deferred taxes

Tax assets and liabilities are deferred according to
the balance-sheet liability method for temporary
differences between figures stated for tax purposes
and those on the consolidated balance sheets.
Taxes are also deferred on loss carryforwards.

Deferred taxes are calculated according to the tax
rate expected to apply in the year in which they
will be realized. Dividends are only included once
the annual shareholders’” meeting has voted on
the use of earnings.

Deferred tax assets and liabilities are not discounted.

The book values of deferred taxes are regularly
examined and, where necessary, adjusted.

Prepaid expenses

This item includes prepayments made by Software
AG within the scope of license and rental agree-
ments. Amounts are reversed and booked as
expense in the accounting period when the service
is delivered to Software AG.

Liabilities
Short-term liabilities are stated at their repayment
or fulfiliment value.

Long-term liabilities are stated at adjusted cost of
acquisition, calculated according to the effective
interest method, i.e. by discounting expected future
repayments.

Provisions

Provisions are formed where the Company has a
de jure or de facto obligation to a third party arising
from an event in the past, where it is likely that
the Company will have to settle this obligation, and
a reliable estimate can be made of the value of the
liability. Estimates are subject to reqular scrutiny
and adjustment.

Where the interest effect is material, the
valuation of a provision is the present value of the
expenditures expected to be required to settle the
obligation.

Provisions for pensions

Software AG operates both defined-benefit and
defined-contribution pension plans. The actuarial
caleulation of provisions for pensions follows the
projected unit credit method described in 1AS 19,
whereby expected future increases in pensions and
salaries are also included.

For the defined-contribution plan, Software AG has
no obligations beyond its undertaking to pay all
contributions to earmarked funds.
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Deferred income

Deferred income includes prepayments from
customers for maintenance services. Amounts are
reversed and posted as revenue in the period
Software AG delivers the service.

Other comprehensive income

Other comprehensive income comprises differences
arising from the transtation of the financial state-
ments of commercially independent non-German
subsidiaries, and effects from the valuation of
financial instruments. Also included are translation
differences from cash positions that are primarily
part of a net investment in a commercially inde-
pendent non-German subsidiary. Figures are quoted
after tax.

Equity
Development of sharehalders equity is shown on
page 13.

in addition, contingent capital at March 31, 2004,
comprised the following amounts:

1.) Up to €3,357 thousand in up to 1,118,962 no-
par value shares, reserved to cover subscription
rights granted under the first share-option

ptan (Management Incentive Plan I, MIP 1) for
Executive Board members and senior execu-
tives of the Software AG Group. The terms and
conditions of this plan, as well as the numbers
of shares allocated/exercised, are given

under 8e).

Up to €3,000 thousand in up to 1,000,000 no-
par value shares, reserved to cover subscription
rights granted under the second share-option
plan (Management Incentive Plan I, MIP Il for
Executive Board members and senior execu-
tives of the Software AG Group. The terms and
conditions of this plan, as well as the numbers
of shares allocated/exercised, are given

under 8e).

~
N

3.) Up to €13,515 thousand in up to 4,505,000 no-
par value shares, reserved to grant option rights
to holders of warrants from cum-warrant bonds,
and to grant conversion options to holders
of convertible bonds in accordance with the
bonds’ terms. The Executive Board is authorized
to issue such bonds, with a term of up to
10 years, once or more than once in the period
to April 27, 2006, up to a total nominal value
of €500,000 thousand. The Executive Board did
not make use of this authorization in the first
quarter of fiscal 2004.

At the balance-sheet date, the Executive Board is
further authorized, with the consent of the Super-
visory Board, to increase the Company’s subscribed
capital by up to €37,989 thousand once or more than
once in the period to April 27, 2006, by issuing up
to 12,663,036 registered shares against cash and/or
non-cash contributions (authorized capital). With the
exception of the cases detailed below, shareholders
will be granted pre-emptive subscription rights:

The Executive Board is authorized to deviate from
shareholders’ pre-emptive subscription rights
with respect to fractional amounts.

@ The Executive Board is further authorized, with
the consent of the Supervisery Board, to deviate
from shareholders’ pre-emptive subscription
rights with respect to capital increases against
non-cash contributions effected for the purpose
of acquiring participations, holdings, companies
or business units.

® The Executive Board is also authorized, with
the consent of the Supervisory Board, to deviate
from shareholders’ pre-emptive subscription
rights provided that the capital increase against
cash effected on the basis of this authorization
does not exceed 10 percent of the subscribed
capital at the time this authorization is first exer-
cised, and provided that the issue price is not
significantly lower than the market value.
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® Finally, the Executive Board is authorized, with
the consent of the Supervisory Board, to deviate
from shareholders’ pre-emptive subscription
rights with respect to a nominal amount not
exceeding €6,503 thousand in order to offer new
shares to employees of Software AG and its
affiliated companies (in accordance with sections
15 ff. of the German Stock Corporation Act) under
an employee share option plan. The new shares
can also be transferred to a bank on condition
that sale is restricted to entitled persons in accor-
dance with the Company’s instructions.

Revenues

Software AG primarily generates revenues from
software licenses (for unlimited periods of usage),
maintenance, and other services. Incoming monies
from software licenses are only posted as revenues
once a contract has been signed with the customer,
all possible rights of return have expired, the
software has been supplied, and a price has been
agreed or can be established, and there is suffi-
cient probability that payment will be made.

Maintenance revenues are prorated over the period
of service provision.

Revenues from contract work invoiced according to
man-hours are recognized once the services have
been provided by Software AG.

Pursuant to IAS 11 and IAS 18, revenues from
fixed-price service contracts are recognized accord-
ing to the percentage of completion method where
the revenues can be reliably measured, there is
sufficient probability that Software AG will receive
the economic benefits of the transaction, and that
all related costs expected until completion of the
service can be refiably measured.

Revenues figures are net of all discounts and
rebates.

Costs of manufacture

Costs of manufacture include all production-related
costs on the basis of normal utilization levels. They
include individual unit costs that can be directly
allocated to projects, plus fixed and variable over-
heads. Borrowing costs are not capitalized in costs
of acquisition/manufacture. No unscheduled write-
downs on inventories were required during the
reporting period.

Research and development costs
Research and development costs are expensed in
the income statement as they are incurred.

The creation of and subsequent improvements to
software involve closely linked, highly interwoven
research and development phases. Accordingly, it
is not possible to strictly separate expenses incurred
for research from those incurred for development,
and the criteria for separately reporting develop-
mant costs [aid out in IAS 38, Section 41, in con-
junction with 42, cannot be met.

Sales, marketing and distribution
These include personnel and materials costs, write-
downs, and advertising expenses.

Administrative costs
These include personnel and materials costs, and
write-downs,

Earnings per share

Earnings per share are calculated by dividing net
income allocable to shareholders for the period by
the weighted number of shares outstanding during
the period. Software AG only has common stock.
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Notes on the first-time application of IAS/IFRS

Accounting and valuation

Pursuant to IFRS 1, International Accounting
Standards (1AS)/International Financial Reporting
Standards (IFRS) are applied retrospectively

upon their initial adoption. Figures from previous
periods are adjusted accardingly to allow effective
comparison.

New standards published as part of the Inter-
national Accounting Standards Board Improvement
Project in December 2003, whose application is not
compulsory until january 1, 2005, have not been
employed for these financial statements.

0f the new standards published during the pre-
vious quarter, whose application is not compulsory
until January 1, 2005, or later, Software AG chose
to apply the provisions of IFRS 3 relating to the
impairment testing of goodwill to these financial
statements.

Application of IAS/IFRS involves the following
material deviations from the accounting and valua-
tion principles set out in German law:

® Goodwill is no longer amortized, but subject to
reqular impairment testing

® Securities available for sale are valued at their
fair market value, even where this exceeds the
cost of acquisition. Gains and losses are included
in other comprehensive income under equity, but
are not recognized in net profit or loss.

® Derivative instruments are valued at their fair
market value, even where this exceeds the cost
of acquisition. Both gains and losses are recog-
nized in net profit or loss for the period.

Revenues are recognized according to the per-
centage-of-completion method.

Property is depreciated according to its useful
economic life, and not according to tax scales.
Finance leases, according to the more restrictive
IFRS provisions, are posted as assets and leasing
liabilities.

Provisions are only formed where obligations to
third parties exist, and the probability that these
obligations will be fulfilled is at least 50 percent.
Medium and long-term provisions are stated at
cash values. Provisions are not formed for failure
to perform maintenance or for other expenses.
Provisions for pensions are formed according to
the projected unit credit method.

Deferred taxes are calculated according to the
balance-sheet liability method. Deferred taxes
on loss carryforwards are formed where the
Company expects to be able to make use of
these loss carryforwards.

Cash positions in foreign currencies are valued
at the balance-sheet-date rate and recognized in
net profit or loss for the period. However, trans-
lation differences from long-term intra-Group
cash positions are posted in other comprehensive
income under equity, but are not recognized in
net profit or loss for the period.
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Balance-sheet reconciliation on January 1, 2003 (HGB to IFRS)

€ thousands HG8 Income Statement Reclassifications IFRS
Note Jan 1, 2003 refated changes Jan 1, 2003
Assets
A. Cash and tash equivalents
Cash in hand and bank balances 75,423 0 0 75,423
Securities 0 0 0
I : " I |
B. Current assets ‘
Inventories 1) 4,628 0 -3,873 755
Trade receivables @)} 122,160 616 3,873 . 126,649
Other receivables and other assets (2) 10,395 1,048 0 11,443
: 137,183 1,664 o THIEE
(. Fixed assets
Intangible assets 1,551 0 0 1,551
Goodwill 176,591 0 0 176,591
Property, plant and equipment 3) 37,000 15,776 0 52,776
Financial assets 4) 5,937 9,909 0 15,846
1 221,079 25,685 0
D. Deferred taxes 5) ! 188 38,060 [}
E. Deferred expenses 6,947 0 0
Total assets ] m

Equity and liabilities
A. Current liabilities

Current financial liabilities (6) 3,395 3,016 0 6,411 |
Trade payables o 13,992 0 8,474 22,466 |
Other current liabilities @) 18,046 0 12,934 30,980 |
Current provisions (8) 97,950 -16,110 - 28,413 53,427
133383 13,09 -7005_ GRS

B. Non-current liabilities
Nan-current financial liabilities (6) 0 8,395 0 8,395
Trade payables 0 0 0 0
Other non-current liabilities 7) 448 0 3,393 : 3,841
Provisions for pensions (9) 8,781 10,653 0 19,434
Non-current provisions (@] Y 0 3,612 3,612

L 9,229 19,048 7,005

C. Deferred taxes 5y P 2,012 14,994 0

D. Deferred income | 81,728 ) )

E.  Equity
Share capita! 81,800 0 0 81,800
Capital reserves 132 0 0 132
Retained earnings 132,959 34,552 - 18,153 149,358 ;
Consolidated income 0 0 0 0 !
Currency translation differences - 423 0 423 0
Other comprehensive income (10) 0 9,909 17,730 27,639

| 214,468 44,461 0
Total equity and liabilities | B ®
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Notes on the balance-sheet reconciliation from

HGB to IFRS (January 1, 2003):

(1) Work in progress as defined by HGB was
recognized and invoiced according to the
percentage of completion method (including
marginy).

(2) Derivative instruments are valued at fair
market value, even where this exceeds the
cost of acquisition.

(3) Depreciation of property was adjusted to take
account of expected useful economic lives.
Assets from capital leases were capitalized.

(4) This change is a result of the fair-market valu-
ation of securities. The change is included in
other comprehensive income under equity,
but not recognized in net profit or loss for the
period.

(5) Deferred tax assets are primarily formed for
loss carryforwards and provisions. Deferred tax
liabilities are primarily formed for deferred
expense and property, plant and equipment.

(6) Long and short-term financial liabilities include
capitalized liabilities from capital leases.

(7) Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
IFRS.

Reconciliation of equity on January 1, 2003 (HGB to IFRS)

(8) The adjustment of provisions (recognized in
net profit or lass) primarily comprises dis-
solved provisions for expenses (maintenance,
quarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Reclassifications com-
prise provisions which, according to iFRS, are
to be posted as liabilities. See also note (7).

(9) The increase in pension provisions is primarily
a result of the requirement under IFRS to
include indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28 of
the Introductory Act to the German Commer-
cial Code (EGHGB).

(10) Other comprehensive income includes unreal-
ized gains from the fair-market valuation of
securities and differences from the translation
of long-term intra-Group cash positions in
foreign cufrencies (i.e. not in euros).

€ thousands Note

Equity in accordance with HGB as at Jan 1, 2003 214,468
Revenue recognized according to percentage of completion (1) 616
Depreciation of buildings (3) 8,884
Finance leases (3), (6) -4,519
Market value of securities and financial derivatives (2), (4 10,957
Deferred tax assets (5) 38,060
Adjustments to other provisions (8) 16,110
Adjustments to pension provisions (9) - 10,653
Deferred tax liabilities

Equity in accordance with IFRS as at Jan 1, 2003

() -1
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Balance-sheet reconditiation on March 31, 2003 (HGB to IFRS)

€ thousands HGB tncome Statement Reclassifications IFRS
Note March 1, 2003 related changes . March 1, 2003
Assets
A. Cash and cash equivalents
Cash in hand and bank balances 51,730 0 0 . 51,730
Securities 29,154 0 0 29,154
B. Current assets
inventories @) 5,681 0 - 5,264 417
Trade receivables (1) 111,607 1,865 5,264 118,736
Other receivables and other assets 4) 13,657 844 0 14,501
I 130,945 2,709 o
C. Fixed assets
intangible assets 1,380 0 0 1,380
Goodwill (2) 171,128 5,463 0 176,591
Property, plant and equipment (3) 36,749 15,618 0 52,367
fFinancial assets 4) 6,398 9,337 0 15,735
| 215,655 30,418 0
D. Deferred assets (5) L 30,339 18,748 o
£. Deferred expenses 1 10,203 1} 0
Total assets | | 81,578 ®
Equity and liabilities
A. Current liabilities
Current financial liabilities (6) 2,001 3,016 0 5,017
Trade payables ) 11,497 6 8,742 20,245
Other current liabilities 7 16,180 0 15,390 31,570
Current provisions (8) 112,584 - 7,669 -30,980 73,935
: [ 1az,262 - 4,647 s3I
8. Non-current liabilities
Non-current financial liabilities 6) 0 8,140 0 8,140
Trade payables 0 0 0 0
Other non-current liabilities [©))] 272 0 3,393 3,665
Provisions for pensions 9) 8,374 10,653 0 19,027
Non-current provisions (&) 0 0 3,455 3,455
, [ 8,646 18,793 6,848
C. Deferred taxes (5) ! 3,963 12,307 0
. Deferred income 1 96,290 [} 0
£, Equity
Share capital 81,800 0 0 81,800
Capital reserves 132 . 0 0 132
Retained earnings 146,017 21,494 ~ 18,153 149,358
Consolidated income -9,694 ~ 5,409 332 -14,771
Currency translation differences (10) - 1,390 0 - 6,989 - 8,379
Other comprehensive income 1) 0 9,337 24,810 34,147
216,865 25,422 o T
Total equity and liabilities | 4ER,006 59,878 @m
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Notes on the balance-sheet reconciliation from

HGB to IFRS (March 31, 2003):

(1) Work in progress as defined by HGB was
recognized and invoiced according to the
percentage of completion method (including
margin).

(2) Scheduled amortization of goodwill pursuant
to HGB was reversed as, according to IFRS 1,
where IFRS 3 is voluntarily applied to 2004, it
should also be applied to 2003. Accordingly,
2003 goodwill was not amortized according to
the straight-line method.

(3) Depreciation of property was adjusted to take
account of expected useful economic lives.
Assets from capital leases were capitalized.

(4) This change is a result of the fair-market valu-
ation of securities. The change is included in
other comprehensive income under equity,
but not recognized in net profit or loss for the
period. Derivative instruments are valued
at fair market value, even where this exceeds
the cost of acquisition.

(5) Deferred tax assets are primarily formed for
loss carryforwards and provisions. Deferred tax
liabilities are primarily formed for deferred
expense and property, plant and equipment.

(6) Long and short-term financial liabilities include
capitalized liabilities from capital leases.

(7) Certain provisions under HGB were reclassified
as short or long-term liabilities to comply with
IFRS.

(®)

©)

The adjustment of provisions (recognized in
net profit or loss) primarily comprises dis-
solved provisions for expenses {(maintenance,
guarantees) and provisions where the proba-
bility of the obligation having to be settled is
less than 50 percent (legal costs, contingent
losses, general risks). Reclassifications com-
prise provisions which, according to IFRS, are
to be posted as liabilities. See also note (7).
The increase in pension provisions is primarily
a result of the requirement under IFRS to
include indirect pension obligations at SAG UK.
These were not previously included, in accor-
dance with the option granted by Article 28 of
the introductory Act to the German Commer-
cial Code (EGHGB).

(10) The change in currency translation differences

arose primarily from the fact that, as permit-
ted by IFRS 1.22, the HGB figure was reset to
zero for the IFRS statements on january 1,
2003. From this date, only IFRS currency trans-
lation adjustments were recorded.

(11) Other comprehensive income includes unreal-

ized gains from the fair-market valuation of
securities and differences from the translation
of long-term intra-Group cash positions in for-
eign currencies {i.e. not in euros).
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[
Reconciliation of equity on March 31, 2003 (HGB to IFRS)

€ thousands Note
Equity in accordance with HGB at March 31, 2003 216,865
Revenue recognized according to percentage of completion (1 1,865
Adjustment to goodwill amortization ) i 5,463
Depreciation of buildings 3) 8,893
finance leases (3), (6) - -4,431
Fair-market valuation of securities and financial derivatives {4) 10,181
Deferred tax assets (5) 18,748
Adjustments to other provisions (8) 7,669
‘ Adjustments to pension provisions (9) - 10,653
Deferred tax liabilities (5) -12,307 |
Other -6 |
Equity in accordance with IFRS at March 31, 2003 - 242,287

!
Reconciliation of net income on March 31, 2003 (HG8 to IFRS)

€ thousands Note '
Net loss in accordance with HGB at March 31, 2003 ~9,694
Revenue recognized according to percentage of completion 1) 1,249
Adjustment to goodwiil amortization 2 5,463 |
Depreciation of buildings (3) 9 J
Finance leases (3), (6) 88 |
Fair-market valuation of securities and financial derivatives (4) -204 |
Deferred tax assets (5) - 6,254
Adjustments ta other provisions (8) - 8441
Adjustments to pension provisions (9) | 0
Deferred tax liabilities (5) 2,687
‘ Other 326

Net loss in accordance with IFRS at March 31, 2003 4 l i ~14,771
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Seasonal effects

The following table shows a breakdown of revenues
and pre-tax profits (adjusted for restructuring costs)
over the four quarters of 2003:

€ thousands Q12003 Q2 2003 Q3 2003 Q4 2003 2003
Revenues 103,140 103,136 98,680 115,086 420,042
% of revenues at year-end 24.6% 24.5% 23.5% 27.4% 100.0%
Pre-tax profit 8,728 18,241 16,426 18,420 61,815
% of net income at year-end 14.1% 29.5% 26.6% 29.8% 100.0%

Revenues developed similarly to previous years -
largely in line with the sales cycle. Software AG
expects a similar pattern for fiscal 2004.

Contingent liabilities

At March 31, 2004, no provisions had been formed
for the following contingent liabilities (stated at
face values), for which it was deemed improbable
that the Company would have to fulfill obligations:

€ thousands

Bank guarantees 5,509
Other 810
6,319

Share-option plans

The Software AG Group runs various share-option
plans for Executive Board members, senior
executives, and other employees which are not
expensed in the consolidated financial statements.

First share-option plan:

At March 31, 2004, Executive Board members held
145,846 subscription rights to shares in the Com-
pany, and senior executives 69,069 - unchanged
over March 31, 2003. These could not be exercised
before March 31, 2004. Options have a term of
seven years from the date on which they are
granted, and may only be exercised, after an initial
blocking period of 24 months as of the Software
AG IPC, quarterly, after the publication of quarterly,
biannual, and annual earnings figures.

The subscription price per share is the issue price
less a 20 percent mark-down, but no less than
€28.12 (DM 55.00). As Company stock was floated
at €30, this minimum applied.



Q1/04 - Notes 31

Holders of subscription rights must fulfill the follow-

ing three conditions before they may exercise their
conversion rights:

® Consolidated earnings from ordinary activities
(according to HGB) must have increased by
30 percent between 1997 and 1999.

This condition was fulfilled between 1997 and
1999.

& (onsolidated earnings from ordinary activities
(according to HGB) must total at least 10 percent
of revenues for the fiscal year prior to conver-
sion.

® The share price must exceed the minimum
conversion price.

Second share-option plan:

At March 31, 2004, Executive Board members held
232,250 subscription rights to shares in the Com-
pany, and senior executives 309,350. These rights
could not be exercised before March 31, 2004. In
the relevant period, 41,125 new options from this
plan were issued to Executive Board members, and
15,175 to senior executives during the first quarter.
However, these rights could not be exercised.

The subscription price is the average XETRA closing
price over the previous five trading days on the

Frankfurt Stock Exchange before the date of conver-

sion.

Holders of subscription rights must fulfill the follow-

ing two conditions before they may exercise their
conversion rights:

® Consolidated revenues must have increased for
the fiscal year prior to conversion by at least
10 percent in comparison to the previous year.

m (onsalidated earnings from ordinary activities
{(according to HGB) must total at least 10 percent
of revenues for the year prior to conversion.

The terms, blocking period, and conversion dates
correspond to those of the first share-option plan.

other financial obligations

Software AG has entered into rental and leasing
contracts for buildings, real estate, IT and PBX
systems, and vehicles. Obligations from these
contracts (where the contracts are still within their
minimum durations} until the end of fiscal 2004
total €13,482 thousand. Obligations until the end
of fiscal 2008 total €29,919 thousand. The leasing
contracts are operating leases as defined by 1AS 17.

Employees

The Software AG workforce averaged 2,519 during
the: first quarter of 2004, and totaled 2,512 on
March 31, 2004.

Executive Board and Supervisory Board

The composition of the Executive Board and Super-
visory Board at March 31, 2003, was unchanged in
comparison to December 31, 2003.

Evants subsequent to the balance-sheet date

Sale of SAP Sl stake boosts earnings per share
In April 2004, Software AG signed a contract to
transfer its 1,272,100-strong stockholding in SAP
Systems Integration AG (SAP SI) to SAP AG, Wall-
dorf, in return for a payment of €20.40 per share.
The sale will generate €26.0 million for Software
AG, which will further strengthen liquidity. As a
result of this transaction, an extracrdinary profit of
€24 million will be posted for the second quarter.
This €0.88 per share profit is expected to lift full-
year EPS to between €2.50 to €2.60.

By resolution of the annual shareholders’ meeting
on April 30, 2004, Dr. Andreas Bereczky, Director of
Production at German public-service TV broadcaster
IDF Mainz, was elected to succeed Or. Peter Lex on
tha Software AG Supervisory Board.
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Eine marktnahe Konditionenfestsetzung und reibungs-
lose Platzierung wdre bei Wahrung des Bezugsrechtes
nicht moglich. Zwar gestattet § 186 Absatz 2 Aktien-
gesetz eine Veroffentlichung des Bezugspreises (und
damit bei Wandel- oder Optionsanleihen der Kon-
ditionen dieser Anleihe) bis zum drittletzten Tag der
Bezugsirist. Angesichts der haufig zu becbachtenden
volatilitét an den Aktienmarkten besteht aber auch
dann ein Marktrisiko Uber mehrere Tage, welches zu
Sicherheitsabschlagen bei der Festlequng der Anleihe-
konditionen und so zu nicht marktnahen Konditionen
fihrt. Auch ist bei Bestand eines Bezugsrechts wegen
der Ungewissheit Gber dessen Austbung (Bezugsver-
halten) die erfolgreiche Platzierung bel Oritten gefshi-
det oder mit zusétzlichen Aufwendungen verbunden.
SchlieRlich kann bei Einrdumung eines Bezugsrechts
die Geselischaft wegen der Lange der Bezugsfrist nicht
kurzfristig auf Anderungen der Marktverhaltnisse rea-
gieren, sondern ist rickldufigen Aktienkursen wahrend
der Bezugsfrist ausgesetzt, die zu einer fir die Gesell-
schaft unglnstigen Eigenkapitalbeschaffung fihren
konnen.

Fur diesen Fall eines vollstandigen Ausschlusses des
Bezugsrechts gilt gemaR §221 Absatz 4 Satz 2 Aktien-
geselz die Bestimmung des § 186 Absalz 3 Satz 4
Aktiengesetz sinngemals. Die dort geregelte Grenze fir
Bezugsrechtsausschtisse von 10 Prozent des Grund-
kapitals ist nach dem Beschlussinhalt einzuhalten. Aus
§ 186 Absatz 3 Satz 4 Aktiengesetz ergibt sich ferner,
dass der Ausgabepreis den Borsenpreis nicht wesent-
lich unterschreiten darf. Hierdurch soll sichergestellt
werden, dass eine nennenswerte wirtschaftiiche Ver-
wasserung des Wertes der Aktien nicht eintritt. Ob ein
solcher Verwasserungseffekt bei der bezugsrechtsirei-
en Ausgabe von Wandel- oder Optionsanleihen eintritt,
kann ermittelt werden, indem der hypothetische
Barsenpreis der Wandel- oder Optionsanleihen nach

-

anerkannten, insbesondere finanzmathematischen

.~ Mivethoden errechnet und mit dem Ausgabepreis ver-
glichen wird.

-y

Liegt nach pflichtgemaRer Prifung dieser Ausgabepreis

".nur unwesentlich unter dem hypothetischen Borsen-
“préis zum Zeitpunkt der Begebung der Wandel- oder

Optionsanleihen, ist nach dem Sinn und Zweck der
Regelung des § 186 Absatz 3 Satz 4 Aktiengesetz ein
Bezugsrechtsausschluss wegen des nur unwesentli-
chen Abschlags zuldssig. Der Beschiuss sieht deshalb
vor, dass der Vorstand vor Ausgabe der Wandel- ader
Optionsanieihen nach pflichtgemaRer Prufung zu der
Auffassung gelangen muss, dass der vorgesehene Aus-
gabepreis zu keiner nennenswerten Verwasserung des
Wertes der Aktien fUhrt. Damit wirde der rechnerische
Marktwert eines Bezugsrechts auf beinahe Null sinken,
sa dass den Aktionaren durch den Bezugsrechtsaus-
schiuss kein nennenswerter wirtschaftlicher Nachteil
entstehen kann. Soweit es der Vorstand in der jeweili-
gen Situation fir angemessen halt, sachkundigen Rat
einzuholen, kann er sich der Unterstitzung durch
Experten bedienen. So konnen die die Emission beglei-
tenden Konsortialbanken dem Vorstand in geeigneter
Form versichern, dass eine nennenswerte Yerwasse-
rung des Wertes der Aktien nicht zu erwarten ist. Auch
durch eine unabhangige Investmentbank oder einen
Sachverstandigen kann dies bestatigt werden.

Unabhangig von dieser Prifung durch den Vorstand ist
eine markigerechte Konditionenfestsetzung und damit
die vermeidung einer nennenswerten Wertverwasse-
rung im Falle der Durchfiihrung eines Bookbuilding-
Verfahrens gewahrleistet. Bei diesem Verfahren wer-
den die Options- oder Wandelanleihen zwar zu einem
festen Ausgabepreis angeboten; jedoch werden ein-
zeine Bedingungen der Options- oder Wandelanleihen
(z.8B. Zinssatz und Wandlungs- bzw. Qptionspreis) auf
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der Grundlage ders von Investoren abgegebenen Kauf-
antrage festgelegt und so der Gesamiwert der Anleihe
marktnah bestimmt. All dies stellt sicher, dass eine
nennenswerte Verwasserung des Wertes der Aktien
durch den Bezugsrechtsausschluss nicht eintritt.

AuRerdem haben die Aktionare die Maglichkeit, ih’ren
Anteil am Grundkapital der Gesellschaft auch nach
Ausibung von Wandlungs- oder Optionsrechten jeder-
zeit durch Zukéufe von Aktien tber die Borse aufrecht
zu erhalten. Demgegeniber ermaglicht die Ermach-
tigung zum Bezugsrechtsausschluss der Gesellschaft
markinahe Konditionenfestsetzung, qroitmaogliche
Sicherheit hinsichtlich der Platzierbarkeit bei Dritten
und die kurzfristige Ausnutzung gunstiger Markt- ‘
situationen.

Der gemaR §221 Absatz 4 Satz 2 Aktiengesetz i.V.m.
§ 186 Absatz 4 Satz 2 Aktiengesetz der Hauptver-
sammiung zu erstattende Vorstandsbericht, der vorste-
hend vollstandig abgedruckt ist, liegt vom Tag der Ein-
berufung der Hauptversammiung an in den Geschafts-
réumen der Gesellschaft sowie in der Hauptversamm-
lung selbst zur Einsichtnahme aus. Eine Abschrift des
Berichts wird jedem Aktiondr auf Verlangen erteilt.

Ermachtigung zum Erwerb eigener Aktien
vorstand und Aufsichtsrat schlagen var, folgenden
Beschluss zu fassen:

a) Die Gesellschaft wird ermachtigt, bis zum
12. Novernber 2006 Aktien der Gesellschaft mit
einem anteiligen Betrag am Grundkapital von
insgesamt bis zu 8.180.025 Euro 7u erwerben.

D) Der Erwerb erfolgt Uber die Borse oder mittels
eines an alle Aktionare der Gesellschaft gerichteten
offentlichen Kaufangebots.

15

bereits ausgegebenen Wandlungs- und Optionssechte
nicht ermaRigt zu werden braucht und dadurch insge-
samt ein hoherer Mittelzufluss ermoglicht wird; die
Gesellschaft hat derzeit keine Wandlungs- und Options-
rechte ausgegeben, es ist aber denkbar, dass die
Gesellschaft von der Ermachtigung wahrend ihrer Lauf-
zeit zeitlich gestaffelt mehrfach Gebrauch machen
wird. Beide Falle des Bezugsrechtsausschlusses liegen
im Interesse der Gesellschaft und ihrer Aktionare.

Der Ausgabebetrag fUr die neuen Aktien muss jeweils
mindestens 80 Prozent des zeitnah zur Ausgabe der
Wandel- und/oder Optionsanleihen ermittelten Bor-
senkurses entsprechen. Im Fall der Options- oder
wandiungspflicht (einschlieRlich der Lieferung von
Aktien nach Ausibung eines entsprechenden Wahl-
rechts der Gesellschaft) kann wahlweise ein abwe\—.
chender Referenzzeitraum gewahlt werden, der an
den Zeitpunkt der Falligkeit der Anleihe anknupft.
Durch die Moglichkeit eines Zuschiags {der sich nach
der Laufzeit der Options- oder Wandelanleihe erhohen
kann), wird die Voraussetzung dafir geschaffen, dass
die Bedingungen der Wandel- bzw. Optionsanleihen
den jeweiligen Kapitalmarktverhaltnissen im Zeitpunkt
fhrer Ausgabe Rechnung tragen kdnnen.

Der Vorstand wird ferner ermachtigt, mit Zustimmung
des Aufsichtsrats das Bezugsrecht der Aktionare voll-
standig auszuschlieRen, wenn die Ausgabe der Opti-
ons- oder Wandelanleihen zu einem Kurs erfolgt, der
den Marktwert dieser Anleihen nicht wesentlich unter-
schreitet. Hierdurch erhalt die Gesellschaft die Moglich-
keit, glinstige Marktsituationen sehr kurzfristig und
schnell zu nutzen und durch eine marktnahe Festset-
zung der Konditionen bessere Bedingungen bei der
Festlequng von Zinssatz, Options- bzw. Wandlungspreis
und Ausgabepreis der Options- oder Wandelanleihen
7y erreichen.

e E———
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Aktien nehmen vom Beginn des Geschaftsjahres an,
in dem sie entstehen, am Gewinn teil. Der Vorstand
ist ermachtigt, mit Zustimmung des Aufsichtsrats
die weiteren Einzelheiten der DurchfGhrung der
bedingten Kapitalerhohung festzusetzen.”

Bericht des Vorstandes an die Hauptversammlung
gemaR §§ 221 Absatz 4 Satz 2, 186 Absatz 4 Satz 2
Aktiengesetz zu Tagesordnungspunkt 6

Die vorgeschlagene Ermachtigung zur Ausgabe von

Options- und/oder Wandelanleihen im Gesamtnennbe-

trag von bis zu 500.000.000 Euro sowie zur Schaffung
des dazugehorigen bedingten Kapitals von bis zu
33.000.000 Euro soll die unten noch naher erlduterten
Méglichkeiten der Software AG zur Finanzierung ihref
Aktivitéten erweitern und dem Vorstand mit Zustim-
mung des Aufsichtsrats insbesandere bei Eintritt
gunstiger Kapitalmarktbedingungen den Weg zu einer
im Interesse der Gesellschaft liegenden flexiblen und
zeitnahen Finanzierung erdffnen.

Den Aktionéren steht grundsatzlich das gesetzliche
Bezugsrecht auf die Options- bzw. Wandelanleihen zu
{§221 Absatz 41.V.m. § 186 Absatz 1 Aktiengesetz).
Um die Abwicklung zu erleichtern, kann von der Mog-
lichkeit Gebrauch gemacht werden, Options- cder
Wandelanleihen an ein Kreditinstitut oder ein Konsor-
tium von Kreditinstituten mit der Verpflichtung aus-
zugeben, den Aktionaren die Anleihen entsprechend
ihrem Bezugsrecht anzubieten (mittelbares Bezugs-
rechti. S. von § 186 Absalz 5 Aktiengesetz). Der Aus-

schluss des Bezugsrechts fur Spitzenbetrage ermoglicht

die Ausnutzung der erbetenen Ermachtigung durch
runde Betrage. Dies erleichtert die Abwicklung des
Bezugsrechts der Aktionare. Der Ausschluss des
Bezugsrechts zu Gunsten der Inhaber von bereits aus-
gegebenen Wandlungs- und Optionsrechten hat den
Vorteil, dass der Wandlungs- bzw. Optionspreis fur die

-
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Erfolgt der Erwerb Uber die Borse, so darf der Gegen-
wert fir den Erwerb einer Aktie (chne Erwerbs-
nebenkosten) den durchschnittlichen Borsenkurs der
Aktien der Gesellschaft - nicht gewichteter Durch-
schnittsbetrag der Schiusskurse im Xetra-Handel an
der Frankfurter Wertpapierborse oder einem ent-
sprechenden Nachfolgesystem - an den funf Borsen-
handelstagen vor dem Erwerb oder der Verpflich-
tung zum Erwerb um nicht mehr als 10 Prozent
Ubersteigen oder unterschreiten.

Erfolgt der Erwerb auf Grund eines 6ffentlichen An-
gebots, so darf der Gegenwert fur den Erwerb einer
Aktie (ohne Erwerbsnebenkosten) den durchschnitt-
fichen Borsenkurs der Aktien der Gesellschaft - nicht
gewichteter Durchschnittsbetrag der Schlusskurse
im Xetra-Handel an der Frankfurter wertpapierborse
oder einem entsprechenden Nachfolgesystem ~

am finften bis neunten Barsenhandelstag vor der
vergffentlichung des Angebots bis zu 20 Prozent
bersteigen oder 20 Prozent unterschreiten. Eine
bevorrechtigte Annahme geringer Stiickzahlen bis zu
100 Stuck je Aktionar kann vorgesehen werden.

¢) Der vorstand wird ermachtigt, mit Zustimmung des

Aufsichisrats eine VerauRerung der erworbenen
eigenen Aktien in anderer Weise als Uber die Borse
oder durch Angebot an alle Aktiondre vorzunehmen,
wenn die Aktien gegen Barzahfung zu einem Preis
verduRert werden, der den Borsenpreis von Aktien
der Gesellschaft gleicher Ausstattung zum Zeitpunkt
der verauBRerung nicht wesentlich unterschreitet.
Diese Ermdchtigung beschrankt sich auf Aktien mit
einem anteiligen Betrag am Grundkapital von insge-
samt hochstens 8.180.025 Euro. Diese Hochsigrenze
vermindert sich um den anteiligen Betrag des
Grundkapitals, der auf diejenigen Aktien entfalit, die
wéhrend der Laufzeit dieser Ermachtigung im
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Rahmen einer Kapitalerhdhung unter Ausschluss des
Bezugsrechts gemal § 186 Absatz 3 Satz 4 Aktlen-
gesetz ausgegeben werden. Die Hochstgrenze ver-
mindert sich ferner um den anteiligen Betrag des
Grundkapitals, der auf diejenigen Aktien entfallt, die
zur Bedienung von Options- oder Wandelschuldver-
schreibungen mit Options- oder Wandlungsrecht
oder einer wandlungspflicht auszugeben sind, sofern
die Schuldverschreibungen wahrend der Laufzeit
dieser Ermachtigung unter Ausschluss des Bezugs-
rechts in entsprechender Anwendung des § 186
Absatz 3 Satz 4 Akliengesetz ausgegeben werden.
Als maRgeblicher Borsenpreis im Sinne dieses
Absatzes gilt der durchschnittliche Borsenkurs der
Aktien der Gesellschaft - nicht gewichteter Durch-
schnittsbetrag der Schlusskurse im Xetra-Handel an
der Frankfurter Wertpapierborse oder einem ent-
sprechenden Nachfolgesystem - an den letzten finf
Borsentagen vor der VeraulBerung.

d) Der Vorstand wird ferner ermachtigt, mit Zustim-

mung des Aufsichisrats die erworbenen eigenen
Aktien unter Ausschluss des Bezugsrechts der
Aktionare

(i) an Dritte zu verauRern, soweit dies zum Zweck
des Erwerbs von Unternehmen, Unternehmens-
teilen und/oder Beteiligungen an Unternehmen
erfolgt;

(i) Vorstand und Fuhrungskraften der Gesellschaft
und verbundener Unternehmen im Rahmen
des Aktienoptionsprogramms der Gesellschaft
fir vorstand und Fihrungskrafte (Beschluss zu
Tagesordnungspunkt 8.b der Hauptversammilung
vom 27. April 2001} zum Erwerb anzubieten;
oder
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wird erméachtigt, mit Zustimmung des Aufsichtsrats
die weiteren Einzelheiten der Durchfiihrung der
bedingten Kapitalerhohung festzusetzen.

Der Aufsichtsrat wird ermachtigt, die Fassung von

§ 5 Absatz 4 der Satzung entsprechend der jewei-
ligen Ausgabe der Bezugsaktien anzupassen sowie
alle sonstigen damit in Zusammenhang stehenden
Anpassungen der Satzung vorzunehmen, die nur die
Fassung betreffen. Entsprechendes gilt im Falle der
Nichtausnutzung der Ermachtigung zur Ausgabe
von Options- oder Wandelanleihen nach Ablauf des
Ermdchtigungszeitraumes sowie im Falle der
Nichtausnutzung des bedingten Kapitals nach Ablauf
der Fristen fUr die Austibung von Options- oder
Wandlungsrechten und fUr die ErfUllung von Wand-

lungs- oder Optionspflichten. ‘

d) Paragraph 5 Absatz 4 der Satzung wird aufgehoben

und durch den folgenden neuen Absatz 4 ersetzt:

,0as Grundkapital ist um weitere bis zu 33.000.000
Euro, eingeteilt in Stick 11.000.000 auf den Inhaber
lautende Aktien mit einem auf eine Aktie entfallen-
den anteiligen Betrag am Grundkapital von je 3 Euro,
bedingt erhoht. Die bedingte Kapitalerhohung wird
nur insoweit durchgefihrt, wie die Inhaber von
Optionsscheinen aus Optionsschuldverschreibungen
oder von Wandlungsrechten aus Wandelschuldver-
schreibungen, die von der Software AG ader einer
100%igen unmittelbaren oder mittelbaren Betei-
ligungsgeselischaft der Saftware AG auf Grund des
Ermachtigungsbeschiusses der Hauptversammilung
vorn 13. Mai 2005 ausgegeben werden, von ihrem
Options- oder Wandlungsrecht Gebrauch machen
oder eine Optianspflicht oder Wandiungspflicht
(auch im Fall der Austibung eines entsprechenden
Wahlrechts der Gesellschaft) erfiillen. Die neuen
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¢) Bedingtes Kapital (iif) in Ubereinstimmung mit den Anleihebedingun-

Das bedingte Kapital in Paragraph 5 Absatz 4 der
Satzung wird aufgehoben und durch die foigende
Regelung ersetzt.

Das Grundkapital wird um bis zu 33.000.000 Euro
durch Ausgabe von bis zu 11.000.000 auf den in-
haber lautende Aktien mit einem anteiligen Belrag
am Grundkapital von je 3 Euro bedingt erhoht.

Die bedingte Kapitalerhthung dient der Gewdhrung
von Oplionsrechten und der Vereinbarung von Opli-
onspilichten nach Mafsgabe der Optionsbedingungen
mit Inhabern von Optionsscheinen aus Options-
schuldverschreibungen bzw. von Wandlungsrechten
und Wandlungspflichten nach MaRgabe der Anleihe-
bedingungen an die Inhaber von wandelschuld-
verschreibungen, die geméaR der vorstehend zu b)
erteillen Ermachtigung bis zum 12. Mai 2010 von
der Software AG oder einer unmittetbaren oder mit-
telbaren 100%igen Beteiligungsgesellschaft der
Software AG begeben werden. Unter Options- und
wandlungspflichten ist auch die Ausibung des
Rechls der Software AG auf Lieferung von Aktien der
Gesellschaft ganz oder teilweise anstelle der zah-
lung des falligen Geldbelrages zu verstehen. Die
Ausgabe der neuen Aktien erfolgt zu dem nach
MaRgabe der vorstehenden Ermachtigung jeweils
festzulegenden Options- bzw. Wandlungspreis. Die
bedingte Kapitalerhdhung ist nur insoweit durchzu-
fihren, wie die Inhaber der Optionsrechte bzw. Wan-
delschuldverschreibungen von ifiren Options- bzw.
wandlungsrechten Gebrauch machen oder Options-
bzw. Wandlungspflichten eintreten. Die neuen
Aktien nehmen vom Beginn des Geschaftsjahres an,
in dem sie entstehen, am Gewinn teil. Oer Vorstand

gen an die Inhaber von Optionsscheinen oder
wandelschuldverschreibungen der Gesellschaft
oder einer hundertprozentigen unmittelbaren
oder mittelbaren Beteiligungsgesellschaft der
Gesellschaft zu liefern.

e) Dartber hinaus wird der Yorstand erméchtigt, mit
Zustimmung des Aufsichtsrats bei einer VerauRerung
erworbener eigener Aktien durch Angebot an alle
Aktiondre den Inhabern der von der Gesellschaft
oder einer hundertprozentigen unmittelbaren oder
mittelbaren Beteiligungsgesellschalt der Gesellschaft
ausgegebenen Optionsscheine und Wandelschuld-
verschreibungen ein Bezugsrecht auf die Aktien in
dem Umfang zu gewshren, wie es ihnen nach
AusUbung des Options- bzw. Wandlungsrechts bzw.
Erfollung der Options- oder Wandlungspflicht zu-
stehen wirde.

f) Ferner wird der Vorstand ermachtigt, mit Zustim-
mung des Aufsichisrats die erworbenen eigenen
Aktien ohne weiteren Hauptversammlungsbeschluss
ganz ader zum Teil, auch in mehreren Teilschritten,
einzuziehen.

g) Die Ermachtigungen zum Erwerb und zur Verwen-
dung eigener Aktien kénnen jeweils ganz oder
in Teilen, in letzterem Fall auch mehrmals, ausgebt
werden. Der Erwerb eigener Aktien darf in Verfol-
qung eines oder mehrerer der genannten Zwecke
erfolgen.
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h) Die derzeit bestehende, auf der Hauptversammiung
vom 30. April 2004 zu Tagesordnungspunkt 8 -
Ermachtigung zum Erwerb eigener Aktien - be-
schlossene und bis zum 29. Oktober 2005 befristete
Ermachtigung zum Erwerb eigener Aktien wird
aufgehoben.

Bericht des Vorstands gemaR § 71 Absatz 1 Nr. 8
Satz 5i.v.m. § 186 Absatz 3 Satz 4, Absatz 4 Satz 2
Aktiengesetz zy Tagesordnungspunkt 7

Mit der vorgeschlagenen Ermachtigung wird die Gesell-
schaft in die Lage versetzt, bis zum 12. November 2006
eigene Aktien bis zur Hohe von 10 Prozent des zum Zeit-
punkt der Hauptversammlung bestehenden Grundkapi-
tals zu erwerben, um die mit dem Erwerb von eigenen
Aktien verbundenen vorteile im Interesse der Gesell-
schaft und ihrer Aktionare zu realisieren. Damit macht
die Gesellschaft von § 71 Absatz 1 Nr. 8 Aktiengesetz
Gebrauch und ersetzt die auf der Hauptversammiung
2004 erteilte Enmachtigung.

Die Verduferung erworbener eigener Aktien erfolgt
iber die Borse oder in anderer geeigneter Weise unter
wahrung der Gleichbehandlung der Aktiondre, insbeson-
dere durch ein Angebot an alle Aktionare zum Erwerb
von Aktien. Davon kann in folgenden Fallen abgewichen
werden:

o Die vorgeschlagene Ermachtiqung sieht in Buchstabe
C) zunachst vor, dass der Vorstand in entsprechender
Anwendung von § 186 Absalz 3 Satz 4 Aktiengesetz
eine VerauRerung der erworbenen eigenen Aktien
auch in anderer Weise als Uber die Borse ader durch
ein Angebot an alle Aktiondre vornehmen kann, wenn
die eigenen Aktien gegen Barzahlung und zu einem

Preis verauRert werden, der den maRgeblichen Borsen-

kurs nicht wesentlich unterschreitet. von dieser

Die Options- oder Anleihebedingungen kénnen auch
eine wWandlungspflicht bzw. Optionspflicht zum Ende
der Laufzeit oder zu einem anderen Zeitpunkt oder
das Recht der Gesellschaft vorsehen, bei Falligkeit
der Options- oder Wandelanleihe den Anleiheglau-
bigern ganz oder teilweise anstelle der Zahlung des
falligen Geldbetrages Aktien der Gesellschaft oder
einer barsennotierten anderen Gesellschalt zu
gewahren. Die Ausibung eines solchen Rechts der
Gesellschaft auf Lieferung von Aktien der Gesell-
schaft gilt als Fall der Options- bzw. Wandiungspflicht
im Sinne der Bestimmungen dieser Ermachtigung.
in diesem Fall gelten die obigen Regelungen zum
Options- und Wandlungspreis, wobei abweichend
davon die Options- oder Anleihebedingungen in die-
sem Fall auch einen Options- bzw. Wandlungspreis
fir eine Aktie der Gesellschaft von mindestens

80 Prozent des nicht gewichteten durchschnittlich
Schlusskurses der Aktien der Software AG im Xetra-
Handel der Frankfurter Wertpapierborse ader in
einem entsprechenden Nachfolgesystem wahrend
eines Referenzzeitraums von drei bis zwanzig Bor-
sentagen vor dem Tag der Falligkeit der Options-
oder Wandelanleihe vorsehen kinnen. §9 Absatz 1
Aktiengesetz bleibt unberthrt.

Der Vorstand wird ermachtigt, mit Zustimmung des
Aufsichtsrats die weiteren Einzelheiten der Ausgabe
und Ausstattung der Options- und/oder Wandelan-
leihen, insbesondere Zinssatz, Ausgabekurs, Laufzeit
und Stuckelung, Verwasserungsschutzbestimmun-
gen, Options- bzw. Wandlungszeitraum sowie im
vorgenannten Rahmen den Wandlungs- und
Optionspreis und den Referenzzeitraum zu bestim-
men oder im Einvernehmen mit den Organen der
die Options- oder Wandelanleihe begebenden Betei-
ligungsgesellschaft der Software AG festzulegen.



oder durch eine Kapitalerhghung aus Gesellschafts-
mitteln das Grundkapital erhoht oder weitere Options-
oder Wandelanleihen begibt oder garantiert und den
Inhabern schon bestehender Options- oder Wand-
lungsrechte hierfir kein Bezugsrecht eingerdumt
wird, wie es ihnen nach Austbung des Options- oder
wandlungsrechts zustehen wirde. Die ErméaRigung
des Options- oder Wandiungspreises kann auch
durch eine Barzahlung bei Auslbung des Options-
oder wandlungsrechts ader bei der Erfillung einer
Options- oder Wandlungspflicht bewirkt werden. Die
Options- oder Wandelanleihebedingungen kdnnen
daraber hinaus fur den Fall der Kapitalherabsetzung
oder anderer auRerordentlicher Manahmen oder
Ereignisse {wie z.B. ungewohnlich hohe Dividenden,
Kontrollerlangung durch Dritte) eine Anpassung der
Options- oder Wandlungsrechte bzw. Options- oder
wandlungspflichten vorsehen. Bei einer Kontroll-
erlangung durch Oritte kann eine marktubliche
Anpassung des Options- oder Wandlungspreises
vorgesehen werden.

Die Options- oder Anleihebedingungen kénnen das
Recht der Gesellschaft vorsehen, im Falle der Wand-
fung oder Optionsausibung ganz oder teilweise
nicht Aktien zu gewshren, sondern einen Geldbetrag
zu zahlen, der sich aus der Anzahl der anderenfalls
zu liefernden Aktien und dem nicht gewichteten
durchschnittlichen Schiusskurs der Aktien der
Software AG im Xetra-Handel der Frankfurter Wert-
papierborse oder in einem entsprechenden Nach-
folgesystem wahrend eines Referenzzeitraums von
drei bis zehn Bdrsentagen vor oder nach Erklarung
der wandlung bzw. der Optionsausibung ergibt,
oder statt Aktien der Gesellschaft Aktien einer bor-
sennotierten anderen Gesellschaft, gegebenenfalls
zuzlglich einer baren Zuzahlung, zu liefern.
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Ermachtigung darf nur bis zur Hohe von 10 Prozent des
Grundkapitals unter Einbeziehung einer etwaigen
Ausnutzung anderweitiger Ermdchtigungen zur Aus-
gabe von Aktien oder Options-/Wandelschuldverschrei-
bungen unter Ausschiuss des Bezugsrechts gemafd

§ 186 Absalz 3 Salz 4 Akliengesetz Gebrauch gemacht
werden. Im Einklang mit § 186 Absatz 3 Satz 4 Aktien-
gesetz wird dem Interesse der Aktionare an einem
wertmalBigen Verwasserungsschutz Rechnung getra-
gen. Auerdem behélt jeder Aktiondr durch den
borsennahen Platzierungspreis der neuen Aktien die
Mmoglichkeit, die zur Aufrechterhaltung seiner Anteils-
quote erforderlichen Aktien zu annahernd gleichen
Bedingungen am Markt zu erwerben.

Der Varstand soll im Rahmen von Buchstabe d) (i) fer-
ner ermachtigt werden, mit Zustimmung des Aufsichts-
rats die erworbenen eigenen Aktien unter Ausschluss
des Bezugsrechts der Aktionare an Dritte zu verauRern,
soweit dies zum Zweck des Erwerbs von Unternehmen,
Unternehmensteilen und/oder Beteiligungen an Unter-
nehmen erfolgt. Dies schlieRt den Zusammenschiuss
mit anderen Unternehmen ein, soweit sich der Zu-
sammenschluss im Wege der Ausgabe neuer Aktien
gegen Sacheinlage zum Zweck des Erwerbs von Unter-
nehmen, Unternehmensteilen oder Beteiligungen an
Unternehmen vollzieht. Damit soll der Vorstand in

die Lage verselzt werden, in geeigneten Einzelfallen
Aktien der Gesellschaft als Gegenleistung in diesen
Fdllen einzusetzen.

Die Geselischaft soll damit in Erganzung zu der beste-
henden Maglichkeit der Ausnutzung des genehmigten
Kapitals die méglichkeit erhalten, rasch und erfolgreich
auf vorteilhafie Angebote oder sich bietende Gelegen-
heiten zum Erwerb von Unternehmen, Unternehmens-
teilen oder Beteiligungen an Unternehmen zu reagie-
ren. Die Gesellschaft bewegt sich im Markt der Ent-
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wicklung von Systemsoftware, der hauptsachlich durch
US-amerikanische Konkurrenz gepragt ist. Im US-Markt
wird der Erwerb von Unternehmen oder Beteiligungen
oft nicht Uber Barmittel abgewickelt, sondern im Wege
des Aktientausches. Auch in Deutschland handelt es
sich dabei mittlerweile um eine etablierte Trans-
aktionsform.

Die mit der Brmachtigung angestrebte Moglichkeit der
Wiederverduferung zurickerworbener Aktien zielt
auf die Nutzung dieser Moglichkeiten. Im Wettbewerb
mit anderen Unternehmen der gleichen Branche, die
ebenfalls Uber die Mdglichkeit zum Einsatz der Aktie
als ,Akquisitionswahrung” verfigen, dient dies dem
Erhalt und der Steigerung der Wettbewerbsfahigkeit
und der Erweiterung des eigenen Portfolios. Die Mog-
lichkeit der Uberlassung von Aktien zum Erwerb von
Unternehmen oder Unternehmensbeteiligungen kann
sich zudem gegenuber der Hingabe von Geld als die
gunstigere ~weil liquiditatsschonende - finanzierungs-
form fur die Gesellschaft erweisen und liegt damit
auch im Interesse der Aktionare.

Der Gesellschait steht auch ein genehmigtes Kapital
fir den Erwerb von Unternehmen, Unternehmensteilen
oder Beteiliaungen zur Verfigung (Paragraph 5 Absatz 5

der Satzung). Die Entscheidung Uber die Art der Aktien-

beschaffung trifft der Vorstand mit Zustimmung des
Aufsichtsrats. Dabei lassen sich Vorstand und Aufsichts-
rat allein vom Interesse der Aktionare und der Gesell-
schaft leiten; der Vorstand wird der Hauptversammlung
jeweils Bericht erstatten.

o Ferner soll die Gesellschaft in Buchstabe d) (ii) der
Ermachtigung die Moglichkeit erhalten, eigene Aktien
zur Bedienung der Bezugsrechte im Rahmen des
Aktienoptionsprogramms der Gesellschaft zu verwen-
den. §71 Absatz 1 Nr. 8 Aktiengesetz verweist inso-

eine Bestimmung des Wandlungspreises in Abhan-
gigkeit von der Entwicklung des Kurses der Aktie der
Saftware AG wahrend der Laufzeit der Anleihe vor-
sehen.

Die Options- oder Anleihebedingungen kannen far
alle Falle der Lieferung von Aktien der Gesellschaft
vorsehen, dass statit neuer Aktien bereits existieren-
de Aktien der Gesellschaft geliefert werden.

" Der jeweils festzusetzende Options- oder Wand-

lungspreis fir eine Aktie muss mindestens 80 Pro-
zent des nicht gewichteten durchschnittlichen
Schlusskurses der Aktien der Software AG im Xetra-
Handel der Frankfurter wWertpapierborse oder in
einem entsprechenden Nachfolgesystem wahrend
eines Referenzzeitraums van drei bis zehn Borse
tagen vor dem Tag der Beschlussfassung durch den
Vorstand Uber die Ausgabe der Options- oder Wan-
delanleihen betragen oder - fir den Fall der Einrdu-
mung eines Bezugsrechts - mindestens 80 Prozent
des nicht gewichteten durchschnittlichen Schluss-
kurses der Aktien der Software AG im Xetra-Handel
der Frankfurter Wertpapierbarse oder einem ent-
sprechenden Nachfolgesystem wahrend der Tage,
an denen die Bezugsrechte auf die Options- oder
wandelanleihe an der Frankfurter Wertpapierborse
gehandelt werden, mit Ausnahme der beiden letz-
ten Borsentage des Bezugsrechtshandels, betragen.
§9 Absatz 1 Aktiengesetz bleibt unberUhrt.

Der Options- oder Wandlungspreis kann unbeschadet
des §9 Absatz 1 Aktiengesetz auf Grund einer Ver-
wasserungsschutzklausel nach néherer Bestimmung
der Options- oder Wandelbedingungen dann
ermaRigt werden, wenn die Geselischaft wahrend
der Options- oder Wandlungsfrist unter Einraumung
eines ausschlieRlichen Bezugsrechts an ihre Aktionare



Im Falle der Ausgabe von Optionsanleihen werden
jeder Teiischuldverschreibung ein oder mehrere
Optionsscheine beigefugt, die den Inhaber nach
naherer Malsgabe der vom Vorstand festzulegenden
Optionsbedingungen zum Bezug von auf den Inha-
ber lautenden Aktien der Software AG berechtigen.
Fur auf Euro lautende, durch die Software AG bege-
bene Optionsanleihen kénnen die Optionsbedin-
gungen vorsehen, dass der Optionsprels auch durch
Ubertraqung von Teilschuldverschreibungen und
gegebenenfalls eine bare Zuzahlung erfGlit werden
kann. Der anteilige Betrag am Grundkapital, der auf
die je Teilschuldverschreibung zu beziehenden Aktien
entfallt, darf den Nennbetrag der Teilschuldver-
schreibungen (gegebenenfalls zuziglich einer baren
Zuzahlung) nicht Obersteigen. Soweit sich Bruchteile
von Aktien ergeben, kann vorgesehen werden, dass
diese Bruchteile nach maRgabe der Options- oder
Anleihebedingungen, gegebenenfalls gegen Zuzah-
lung, zum Bezug ganzer Aktien aufaddiert werden
kénnen.

Im Falle der Ausgabe von Wandelanleihen erhalten
die inhaber das Recht, ihre Schuldverschreibungen
gemaR den vom Vorstand festgelegten Wandelan-
leihebedingungen in auf den Inhaber lautende Aktien
der Software AG zu wandeln. Das Wandlungsverhali-
nis ergibt sich aus der Division des Nennbetrages
oder des unter dem Nennbetrag liegenden Ausgabe-
betrages einer Teilschuldverschreibung durch den
festgesetzten Wandlungspreis fUr eine Aktie der
Geselischaft und kann auf eine volle Zah! auf- oder
abgerundet werden; ferner kann eine in bar zu
leistende Zuzahlung und die Zusammenlegung fir
nicht wandlungsfahige Spitzen festgesetzt werden.
Die Anleihebedingungen kénnen unter Beachtung
der Regelungen dieser Ermachtigung zum Wand-
lungspreis ein variables Wandlungsverhdltnis und
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wett auf die Anforderungen nach § 193 Absatz 2 Nr. 4
Aktiengesetz. Das bestehende Aktienoptionsprogramm
fir vorstand und Fihrungskrafte (Beschluss zu
Tagesordnungspunkt 8.b der Hauptversammiung vom
27. April 2001) entspricht diesen Anforderungen.
Damit kénnen neben der in der Hauptversammlung
vom 27. Aprit 2007 geschaffenen Moglichkeit zur
Lieferung von Aktien aus bedingtem Kapital alternativ
auch eigene Aktien der Gesellschaft zur Bedienung
dieses Aktienoptionsprogramms verwendet werden.

SchlieBSlich soll die Gesellschaft in Buchstabe d) (iii) der
Ermachtiqung die Maglichkeit erhalten, eigene Aktien
zur Bedienung der Bezugsrechte der Inhaber von
Optionsscheinen oder Wandelschuldverschreibungen
zu verwenden, die von der Gesellschaft oder einer
hundertprozentigen unmittelbaren oder mittelbaren
Betelliqgungsgesellschaft der Gesellschaft begeben
werden. Damit kdnnen statt der Lieferung von Aklien
aus bedingtem Kapital alternativ auch eigene Aktien
der Gesellschaft zur Bedienung der Bezugsrechte aus
diesen Anleihen verwendet werden. Die Ermachtigung
erfasst alle Falle, in denen nach den Options- oder
Anleihebedingungen Aktien der Gesellschaft zu liefern
sind, also neben der Ausiibung von Options- und
wandlungsrechten auch die Lieferung in Erfuliung von
Options- oder Wandlungspflichten oder auf Grund der
Auslibung von Wahlrechten der Gesellschaft. Die Liefe-
rung eigener Aktien vermeidet in diesemn Fall die bei
einer Lieferung aus bedingtem Kapital eintretende Ver-
wasserung der Aktiondre und liegt damit auch in deren
Interesse. Die Entscheidung iiber die Lieferung eigener
Aktien oder die Ausnutzung des bedingten Kapitals
wird von Vorstand und Aufsichisrat allein unter Be-
rlcksichtigung der Interessen der Gesellschaft und der
Aktiongre zum fraglichen Zeitpunkt getroffen. Der
Vorstand wird der Hauptversammlung jeweils Bericht
erstatten.
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o Soweit die VerduRerung eigener Aktien im Wege des
offentlichen Angebots an alle Aktiondre vorgenommen
wird, soll ferner gemaR Buchstabe e) der Ermdchtigung
die Maglichkeit bestehen, die Inhaber von Options-
oder Wandlungsrechten so zu beriicksichtigen, als sei
das Recht bereits ausgeUbt worden. Der Ausschiuss des
Bezugsrechts zu Gunsten der Inhaber von bereits aus-
gegebenen Wandlungs- und Optionsrechten hat den
Vorteil, dass eine sonst nach den Options- oder An-
leihebedingungen etwa erforderliche ErmaRigung des
wandlungs- bzw. Optionspreises fur die bereits aus-
gegebenen Wandlungs- und Optionsrechte nicht erfor-
derlich wird und dadurch insgesamt ein hoherer Mittel-
zufluss ermaglicht wird. Auch insoweit sind alle Falle
erfasst, in denen nach den Qptions- oder Anleihebe-
dingungen Aktien der Gesellschaft geliefert werden
konnen, also neben der Lieferung an Inhaber von
Options- und Wandlungsrechten gegebenenfalls auch
die Lieferung an die Berechtigten aus Options- oder
wandlungspflichten oder auf Grund der Ausibung von
Wahlrechten der Gesellschaft.

Der gemals § 71 Absatz 1 Nr. 8 Satz 5i.v.m. § 186 Absatz
4 Satz 2 Aktienqesetz der Hauptversammiung zu erstat-
tende Vorstandsbericht, der vorstehend vollstandig abge-
druckt ist, liegt vom Tag der Einberufung der Hauptver-
sammlung an in den Geschaftsraumen der Gesellschaft
sowie in der Hauptversammlung selbst zur Einsichtnahme
aus. Eine Abschrift des Berichts wird jedem Aktionar auf
Verlangen erteilt.

Der Vorstand ist ermachtigt, Spitzenbetrage, die sich
auf Grund des Bezugsverhaltnisses ergeben, von
dem Bezugsrecht der Aktiondre auszunehmen und
das Bezugsrecht auch insoweit auszuschlieRen, wie
es erfarderlich ist, damit inhabern von befeits zuvor
ausgegebenen Optionsscheinen oder Wandelan-
leihen ein Bezugsrecht in dem Umfang eingeraumt
werden kann, wie es ihnen nach Ausibung der
Options- oder Wandlungsrechte oder bei Erfillung
von Options- ader Wandlungspflichten als Aktionar
zustehen wirde.

Der Vorstand ist ferner ermachtigt, mit Zustimmung
des Aufsichtsrats das Bezugsrecht der Aktionére auf
Options- und Wandelanleihen vollstandiq auszu-
schlieRen, sofern der Vorstand nach pflichigemaRer
Prifung zu der Auffassung gelangt, dass der Aus‘
gabepreis der Options- oder Wandelanleihen ihren
nach anerkannten, insbesondere finanzmathemati-
schen Methoden ermittelten hypothetischen Markt-
wert nicht wesentlich unterschreitet. Diese Ermach-
tigung zum Ausschluss des Bezugsrechts gilt jedoch
nur for Options- und Wandelanleihen mit einem
Options- bzw. Wandlungsrecht oder einer Options-
bzw. Wandlungspflicht auf Aktien mit einem anteili-
gen Betrag am Grundkapital von insgesamt bis

71 8.180.025 Euro oder, falls dieser Betrag niedriger
sein sollte, von 10 Prozent des zum Zeitpunkt der
Ausiibung der Ermachtiqung bestehenden Grund-
kapitals (jeweils unter Anrechnung einer etwaigen
Ausnutzung anderweitiger Ermachtigungen zur
VerguRerung eigener Aktien oder zur Ausgabe von
Aktien aus einem genehmigten Kapital unter Aus-
schiuss des Bezugsrechts gemal § 186 Absatz 3
Satz 4 Aktiengesetz).



zu 500.000.000 Euro mit einer Laufzeit von 1angs-
tens 15 (finfzehn) Jahien auszugeben. Den Inhabermn .-
von Optionsanieihen kdnnen Optionsrechte und den

Inhabern von Wandelanleihen kannen wWandlungs-

rechte in auf den Inhaber lautende Aktien der v
Gesellschaft mit einem anteiligen Betrag am Grund-

kapital von insgesamt bis zu 33.000.000 Euro nach

naherer Malsgabe der Options- oder Wandelanleihe-
bedingungen gewahrt werden.

Options- und Wandelanieihen konnen auBer in Euro
auch - unter Begrenzung auf den entsprechenden
Euro-Gegenwert - in der gesetzlichen Wahrung eines
OECD-Landes begeben werden. Sie kénnen auch
durch eine hundertprozentige unmittelbare oder
mittelbare Beteiligungsgesellschaft der Software AG
ausgegeben werden; fur diesen Fall wird der vor-
stand ermachtigt, mit Zustimmung des Aufsichtsrats
fiir die Gesellschaft die Garantie fur Options- und
wandelanleihen zu dbernehmen und den Inhabern
von Optionsscheinen und Wandelanleihen Options-
oder Wandlungsrechte in auf den Inhaber lautende
Aktien der Software AG zu gewahren.

Das gesetziiche Bezugsrecht kann den Aktionaren in
der Weise eingeraumt werden, dass die Options-
oder Wandelanleihen von einem Kreditinstitut oder
einem Konsortium von Kreditinstituten mit der ver-
pflichtung tbernommen werden, sie den Aktiondren
zum Bezug anzubieten. Werden Options- oder
wandelanleihen von einer hundertprozentigen mit-
telbaren oder unmittelbaren Beteiligungsgesellschaft
ausgegeben, hat die Gesellschaft die Gewahrung

des gesetzlichen Bezugsrechts fr die Aktionare der .

Software AG sicherzustelfen, soweit nicht in Uberein-
stimmung mit dieser Ermachtiqung das Bezugsrecht
ausgeschlossen wird.

Voraussetzungen fiir die Teilnahme an der Haupt-
versammlung und fir die Austbung des Stimmrechts
Zur Teilnahme an der Hauptversammlung und zur Aus-
ibung des Stimmrechts sind in Ubereinstimmung mit
Paragraph 17 der Satzung diejenigen Aktiondre berech-
tigt, die ihre Aktien bei der Gesellschaft, bei einem deut-
schen Notar, bei einer Wertpapiersammelbank oder bei
einer Niederlassung der Commerzbank AG wéhrend der
Geschaftsstunden hinterlegen und bis zur Beendigung der
Hauptversammlung dort belassen. Die Hinterlegung gift
auch dann als bei einer der genannten Stellen bewirkt,
wenn die Aktien mit Zustimmung einer Hinterlegungs-
stelle fur diese bei einem Kreditinstitut bis zur Beendi-
gung der Hauptversammlung gesperrt gehalten werden.

Die Hinterlegung muss spatestens am Freitag, dem
6. Mai 2005 erfolgen.

Im Falle der Hinterlequng bei einem deutschen Notar
oder bel einer Wertpapiersammelbank ist die hieriiber
auszustellende Bescheinigung spatestens am Montag,
dem 9. Mai 2005 bei der Gesellschaft einzureichen.

Das Stimmrecht kann auch durch einen Bevollmachtigten,
beispielsweise ein Kreditinstitut oder eine Aktionarsver-
einigung, ausgelbt werden. Erganzend bieten wir unseren
Aktionaren an, sich durch von der Gesellschaft benannte
Stimmrechtsvertreter bei den Abstimmungen vertreten
zu-lassen. Die Stimmrechtsvertreter sind verpflichtet, das
Stimmrecht nur nach Magabe ausdricklich erteilter
Weisungen auszuiiben. Aktionare, die den von der Gesell-
schaft benannten Stimmrechtsvertretern eine Vollmacht
erteilen wollen, konnen bei ihrer depotfihrenden Bank
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eine Eintrittskarte anfordern, die die Unterlagen zur Voll-
machtsibertragung-und zur Weisungserteilung enthalt.
Die Bevollmachtigung muss schriftlich durch Ubersendung
der ausgefillten Volimacht des Aktionars an die Gesell-
schaft unter Angabe seiner pauschalen Weisung oder
Weisungen zu den einzeinen Tagesordnungspunkten
erfolgen. Die Vollmacht und die Stimmweisung mUssen
bis spatestens am Montag, dem 9. Mai 2005 bei der
Gesellschaft eingegangen sein.

Gegenantrage von Aktionaren sind unter Nachweis der
Aktionarseigenschaft ausschlieBlich an folgende Adresse
zu richten:

Software AG
Investor Relations
UhlandstraRe 12
64297 Darmstadt
Fax 06151/92-1933

Bis spatestens 29. April 2005, 24:00 Uhr, unter obiger
Adresse eingegangene Gegenantrage zu den Punkten der
vorstehenden Tagesordnung werden berlcksichtigt.
Soweit Gegenantrage und ihre Begriindungen zuganglich
zu machen sind, werden sie allen Aktiondren im Internet
unter www.softwareag.com/hauptverssmmlung unver-
zglich zugénglich gemacht. Anderweitig adressierte oder
nicht fristgerecht eingegangene Antrége von Aktionaren
zur Tagesordnung bleiben unberiicksichtigt. Eventuelle
Stellungnahmen der Verwaltung hierzu werden ebenfalls
unter der genannten Internetadresse zuganglich gemacht.

-

5. Wahl des Abschlusspriifers fur das

Geschaftsjahr 2005

Der Aufsichtsrat schlagt vor, die Wirtschaftsprifungs-
gesellschaft BDO Deutsche Warentreuhand Aktien-
gesellschaft, Frankfurt am Main, zum Abschlussprifer
fir das Geschaftsjahr 2005 zu wahlen,

. Aufhebung der bestehenden und Beschlussfassung

iber eine neue Ermachtigung zur Ausgabe von
Options- und Wandelanleihen nebst gleichzeitiger
teilweiser Aufhebung des bestehenden und
Schaffung eines neuen bedingten Kapitals und
Anderung von Paragraph 5 der Satzung

vorstand und Aufsichtsrat schlagen der Hauptver-
sammlung vor, die bestehende Ermachtigung zur

gabe von Options- und Wandelanleihen aufzuheb:’
und eine neue Ermachtigung zu efteilen sowie das be-
dingte Kapital an die neue Ermachtigung anzupassen.

Vorstand und Aufsichtsrat schlagen vor, dazu folgenden
Beschluss 7u fassen:

a) Aufhebung der bestehenden Ermachtigung

Die mit Beschiuss der Hauptversammlung vom
30. April 2004 erteilte Ermachtigung zur Ausgabe
von Options- und Wandelanleihen wird aufgehoben.

b) Ermachtigung zur Ausgabe von Options- und Wan-
delanleihen und zum Ausschluss des Bezugsrechts

Der Vorstand wird ermachtigt, mit Zustimmung des
Aufsichtsrats bis zum 12. Mai 2010 einmalig oder
mehrmals auf den inhaber lautende Options- und/
oder Wandelanleihen im Gesamtnennbetrag von bis
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vorlage des festgestellten Jahresabschlusses der
Software AG zum 31. Dezember 2004, des Lage-
berichts sowie des gebilligten Konzernabschlusses
zum 31. Dezember 2004 und des Konzernlage-
berichts und des Berichts des Aufsichtsrats

Die vorstehenden Unterlagen liegen in den
Geschaftsraumen der Software AG, Uhlandstrale 12,
64297 Darmstadt, zur Einsicht der Aktiondre aus

und werden auf verlangen jedem Aktionar kostenlos
und unverziglich zugesandt.

. Beschlussfassung iiber die verwendung des

Bilanzgewinns

vorstand und Aufsichtsrat schlagen vor, von dem
Bilanzgewinn in Hohe von 62.955.028,39 Euro einen
Betrag in Hohe von 20.450.064,00 Euro durch
Ausschittung einer Dividende in Hohe von 0,75 Euro
je Inhaberaktie auf das dividendenberechtigte Grund-
kapital an die Aktionére zu verteilen und
42.504.964,39 Euro auf neue Rechnung vorzutragen.

. Beschlussfassung Uber die Entlastung der Mit-

glieder des Vorstands fir das Geschaftsjahr 2004
vorstand und Aufsichtsrat schiagen vor, den Mit-
gliedern des Yorstands unter Einschluss der im Verlauf
des Jahres 2004 ausgeschiedenen Mitglieder

Dr. Peter Massack und Gary Voight Entlastung fur das
Geschaftsjahr 2004 zu erteilen.

.Beschlussfassung Gber die Entlastung der Mit-
glieder des Aufsichtsrats fir das Geschaftsjahr 2004

vorstand und Aufsichtsrat schlagen vor, den Mit-
gliedern des Aufsichtsrats unter Einschiuss der im
verlauf des Jahres 2004 ausgeschiedenen Mitglieder
Dr. Peter Lex und Karl-Heinz Hageni Entlastung fur
das Geschaitsjahr 2004 zu erteilen.
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Die Einladung zur Haup*versammlung ist im elektroni-
schen Bundesanzeiger vorm 29. Marz 2005 verdffentlicht
worden

Die Reden des Aufsichtsratsvorsitzenden und des
Vorstandsvorsitzenden kdnnen am Tag der Haupt-
versammiung direkt iiber das Internet verfolgt werden
(www.softwareag.com/hauptversammiung).

Darmstadt, im Marz 2005

Software AG
Def Vorstand




Willy-Brandt-&
Platz %

Anfahrtsskizze

Auditorium der Commerzbank AG, Frankfurt am Main
Eingang: GroRe Gallusstrafie 19
(Am FuB der groRen Freitreppe)

o Das Auditorium der Commerzbank efreichen Sie mit
offentlichen verkehrsmitteln:
vom Hauptbahnhof mit der U-Bahn, Linie U4,/U5S
oder StraBenbahn, Linie 11
Haltestelle: Willy-Brandt-Platz

o Parkmoglichkeiten bei der Anfahrt mit dem Pkw:
Parkhaus Kaiserplatz, Einfahrt: Bethmannstrale
Parkhaus JunghofstraRe, Einfahrt: Junghofstraiie
Parkhaus Hauptwache, Einfahrt: Kornmarkt
Parkhaus Borse, Einfahrt: Meisengasse

gliedern. So wurden beispiefsweise Stideuropa und
Lateinamerika oder die angelsachsischen Lander in
jewells einer Region zusammengefasst.

Als wichtigstes qualitatives Ergebnis des Wandlungs-
prozesses sehe ich die inzwischen enge verkniipfung von
Vertrieb, Marketing und F&E an. Damit ist auch fur die
Zukunft gewshrleistet, dass die Software AG Produkte
entwickelt, die den Kunden nutzen und die Wertschop-
fung erhohen. Wir haben uns auf unsere Starken konzen-
triert, klare Ziele definiert und werden die sich uns
bietenden Wachstumspotenziale ausschepfen.

Wenn Sie mehr Uber den Erfolg und den Wandel unseres
Unternehmens wissen wollen, fordern Sie bitte kostenfrei
mit der beigefugten Postkarte unseren Geschaftsbericht
2004 an.

Auf den nachfolgenden Seiten finden Sie die £inladung zu
unserer diesjahrigen Hauptversammiung. Ich wirde mich
freuen, wenn ich Sie dort persénlich begruRen kannte.

Mit freundlichen Grifien

(4 Gkt

Karl-Heinz Streibich
Vorsitzender des Vorstands




Korl-Heinz Streibich
Yorsitzender des VYorstands

Sehr geehrte Aktionarinnen und Aktionare,

fUr die Software AG war 2004 ein erfolgreiches jahr. Wir

konnten den Umsatzrickgang der Vorjahre stoppen und

die Profitabilitat signifikant steigern. Unsere Aktie gehart
zu den erfolgreichsten im TecDAX und wir méchten erst-
mals seit drei Jahren wieder eine Dividende ausschiitten.

Der Erfolg des Jahreé 2004 ist das Ergebnis eines umfang-
reichen wandlungsprozesses, den ich mit der Ubernahme
des Vorstandsvorsitzes am Ende des Jahres 2003 einlei-
tete. Die neue Strategie mit der Konzentration auf unsere
Kernkompetenzen ETS Modernisierung und XML Business
Integration hat aus der Software AG wieder ein inno-
vatives, auf die Bedurfnisse und Anforderungen unserer
Kunden ausgerichtetes Unternehmen gemacht. Dazu
haben wir unsere Forschung und Entwicklung neu organi-
siert, unsere Marketing- und PR-Aktivitaten intensiviert
und das Produktportfolio konsequent emeuert. Eine wel-
tere Malnahme war die Umgruppierung der Regionen,
s0 dass wir heute unsere Landerorganisationen nicht
mehr nach Zeitzonen, sondern nach kultureller Affinitat
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Software AG

Absender

Investor Relations
UhlandstraBBe 12

Name

64297 Darmstadt

Germany

StraRe
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o Einladung

zur ordentiichen Hauptversammiung
der Software Aktiengeselischaft,
Darmstadt

Wertpapier-Kenn-Nr. 330400
ISIN DE 0003304002

Die Hauptversammlung findet

am Freitag, dem 13. Mai 2005,
um 10.00 Uhr

im Auditorium der Commerzbank AG,
GroRe Gallusstralse 19,

60311 Frankfurt am Main,

statt.

£z softwARE AG

THE XML COMPANY

——
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tine marktnahe Konditionenfestsetzung und reibungs-
lose Platzierung ware bei Wahrung des Bezugsrechts
nicht maglich. Zwar gestattet § 186 Absatz 2 Aktien-
gesetz eine Veroffentlichung des Bezugspreises (und
damit bei Wandel- oder Optionsanleihen der Kondi-
tionen dieser Anleihe) bis zum drittletzten Tag der
Bezugsfrist. Angesichts der haufig zu beobachtenden
Volatilitat an den Aktienmarkten besteht aber auch
dann ein Marktrisiko Uber mehrere Tage, welches zu
Sicherheitsabschlagen bei der Festlequng der Anleihe-
konditionen und so zu nicht marktnahen Konditionen
fhrt. Auch ist bei Bestand eines Bezugsrechts wegen
der Ungewissheit iber dessen Austbung (Bezugsver-
halten) die erfolgreiche Platzierung bei Dritten gefahr-
det oder mit zusétzlichen Aufwendungen verbunden.
SchlieRlich kann bei Einraumung eines Bezugsrechts
die Gesellschaft wegen der Lénge der Bezugsfrist nicht
kurzfristiq auf Anderungen der Marktverhaltnisse rea-
gieren, sondern ist ricklaufigen Aktienkursen wahrend
der Bezugsfrist ausgeselzt, die zu einer fur die Gesell-
schaft unginstigen Eigenkapitalbeschaffung fuhren
kénnen.

Fir diesen Fall eines vollstandigen Ausschiusses des
Bezugsrechts gilt gemalk § 221 Absatz 4 Satz 2 Aktien-
gesetz die Bestimmung des § 186 Absatz 3 Satz 4
Aktiengesetz sinngemadl. Die dort geregelte Grenze fUr
BezugsrechtsausschlUsse von 10 Prozent des Grund-
kapitals ist nach dem Beschlussinhalt einzuhalten. Aus
§ 186 Absatz 3 Satz 4 Aktiengeseiz ergibt sich ferner,
dass der Ausgabepreis den Bérsenpreis nicht wesent-
lich unterschreiten darf. Hierdurch soll sichergestelit
werden, dass eine nennenswerte wirtschaftliche ver-
wésserung des Wertes der Aktien nicht eintritt. Ob

ein solcher Verwasserungseffekt bei der bezugsrechts-

freien Ausgabe von Wandel- oder Optionsanleihen ein-
tritt, kann ermittelt werden, indem der hypothetische
Borsenpreis der Wandel- oder Optionsanleihen nach
anerkannten, insbesondere finanzmathematischen
Methoden errechnet und mit dem Ausgabepreis ver-
glichen wird.

Liegt nach pflichtgeméRer Prifung dieser Ausgabepreis
nur unwesentlich unter dem hypothetischen Barsen-
preis zum Zeitpunkt der Begebung der Wandel- oder
Optionsanleihen, ist nach dem Sinn und Zweck der
Regelung des § 186 Absatz 3 Satz 4 Aktiengesetz ein
Bezugsrechtsausschluss wegen des nur unwesentli-
chen Abschlags zulassig. Der Beschluss sieht deshalb
vor, dass der Vorstand vor Ausgabe der Wandel- oder
Optionsanleihen nach pflichtgemaRer Prifung zu der
Auffassung gelangen muss, dass der vorgesehene Aus-
gabepreis zu keiner nennenswerten Verwdsserung des
Wertes der Aktien fuhrt. Damit wirde der rechnerische
Marktwert eines Bezugsrechts auf beinahe Null sinken,
50 dass den Aktionaren durch den Bezugsrechtsaus-
schiuss kein nennenswerter wirtschaftlicher Nachteil
entstehen kann. Soweit es der Vorstand in der jewei-
ligen Situation fiir angemessen halt, sachkundigen Rat
einzuholen, kann er sich der Unterstitzung durch
Experten bedienen. So kénnen die die Emission beglei-
tenden Konsorstialbanken dem Vorstand in geeigneter
Form versichern, dass eine nennenswerte Verwasse-
rung des Wertes der Aktien nicht zu erwarten ist. Auch
durch eine unabhangige Investmentbank oder einen
Sachverstandigen kann dies bestatigt werden.

Unabhangig von dieser Prifung durch den Vorstand ist
eine marktgerechte Konditionenfestsetzung und damit
die Vermeidung einer nennenswerten Wertverwdsse-
rung im Falle der Durchfiihrung eines 8ookbuilding-
Verfahrens gewahrleistet. Bel diesem Verfahren wer-
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den die Options- oder Wandelanleihen zwar zu einem

festen Ausgabepreis angeboten; jedoch werden einzel-

ne Bedingungen der Options- oder Wandelanleihen
(z.B. Zinssatz und Wandlungs- bzw. Optionspreis) auf
der Grundiage der von Investoren abgegebenen Kauf-
antrége festgelegt und so der Gesamtwert der Anleihe
marktnah bestimmt. All dies stellt sicher, dass eine
nennenswerte Yerwasserung des Wertes der Aktien
durch den Bezugsrechtsausschluss nicht eintritt.

AuRerdem haben die Aktionare die Mdglichkeit, ihren
Anteil am Grundkapital der Gesellschaft auch nach
Auslbung von Wandlungs- oder Optionsrechten jeder-
zeit durch Zukaufe von Aktien Uber die Borse aufrecht
zu erhalten. Demgegeniber ermdglicht die Ermach-
tigung zum Bezugsrechtsausschluss der Gesellschaft
marktnahe Konditionenfestsetzung, grolBtmogliche
Sicherheit hinsichtlich der Platzierbarkeit bei Dritten
und die kurzfristige Ausnutzung gunstiger Marktsitua-
tionen.

Der gemald § 221 Absatz 4 Satz 2 Aktiengesetz i.V.m.
§ 186 Absatz 4 Satz 2 Aktiengesetz der Hauptver-

sammlung zu erstattende Vorstandsbericht, der vorste-

hend vaollstandig abgedruckt ist, liegt vom Tag der Ein-
berufung der Hauptversammliung an in den Geschafts-
raumen der Gesellschaft sowie in der Hauptversamm-
lung selbst zur Einsichtnahme aus. Eine Abschrift des
Berichts wird jedem Aktionar auf Verlangen erteilt.

samt ein hoherer Mittelzufluss erméglicht wird; die
Gesellschaft hat derzeit keine Wandlungs- und Options-
rechte ausgegeben, es ist aber denkbar, dass die
Gesellschaft von der Ermachtigung wahrend ihrer Lauf-
zeit zeitlich gestaffelt mehrfach Gebrauch machen
wird. Beide Falle des Bezugsrechtsausschlusses liegen
im Interesse der Gesellschaft und ihrer Aktionare.

Der Ausgabebetrag fir die neuen Aktien muss jeweils
mindestens 80 Prozent des zeitnah zur Ausgabe der
wandel- und/oder Optionsanleihen ermittelten
Borsenkurses entsprechen. Im Fall der Options- oder
wandlungspflicht (einschlieldtich der Lieferung von
Aktien nach Ausiibung eines entsprechenden Wahl-
rechts der Gesellschaft) kann wahlweise ein abwei-
chender Referenzzeltraum gewahlt werden, der an ‘
den Zeitpunkt der Falligkeit der Anleihe anknupft.
Durch die Maglichkeit eines Zuschlags (der sich nach
der Laufzeit der Options- oder Wandelanleihe erhthen
kann), wird die Voraussetzung dafir geschaffen, dass
die Bedingungen der Wandel- bzw. Optionsanleihen
den jeweiligen Kapitalmarktverhaltnissen im Zeitpunkt
ihrer Ausgabe Rechnung tragen kénnen.

Der Vorstand wird ferner ermachtigt, mit Zustimmung
des Aufsichtsrats das Bezugsrecht der Aktiondre voll-
standig auszuschlieRen, wenn die Ausgabe der Opti-
ons- oder Wandelanleihen zu einem Kurs erfolgt, der
den Marktwert dieser Anleihen nicht wesentlich unter-
schreitet. Hierdurch erhélt die Gesellschaft die Moglich-
keit, gunstige Marktsituationen sehr kurzfristig und
schnell zu nutzen und durch eine marktnahe Festset-
zung der Konditionen bessere Bedingungen bei der
Festlequng von Zinssatz, Options- bzw. Wandlungspreis
und Ausgabepreis der Options- oder wandelanleihen
zu erreichen.
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Bericht des Vorstands an die Hauptversammlung
gemal §§221 Absatz 4 Satz 2, 186 Absatz 4 Satz 2
Aktiengesetz zu Tagesordnungspunkt 7

Die vorgeschlagene Ermachtiqung zur Ausgabe von

Options- und/oder Wandelanleihen im Gesamtnennbe-

trag von bis zu 500.000.000 Eurc sowie zur Schaffung
des dazugehdrigen bedingten Kapitals von bis zu
36.000.000 Euro soll die unten noch naher erlauterten
Moglichkeiten der Software AG zur Finanzierung ihrer
Aktivitaten erweitern und dem Vorstand mit Zustim-
mung des Aufsichtsrats insbesondere bei Eintritt
glinstiger Kapitalmarktbedingungen den Weg zu einer
im Interesse der Gesellschaft liegenden flexiblen und
zeitnahen Finanzierung erdffnen.

Den Aktionaren steht grundsatzlich das gesetzliche
Bezugsrecht auf die Options- bzw. Wandelanleihen zu
(§221 Absatz 4 i.V.m. § 186 Absatz 1 Aktiengesetz).
Um die Abwicklung zu erleichtern, kann von der Mdog-
lichkeit Gebrauch gemacht werden, Options- oder
Wandetanleihen an ein Kreditinstitut oder ein Konsos-
tium von Kreditinstituten mit der verpflichtung auszu-
geben, den Aktionaren die Anleihen entsprechend
ihrem Bezugsrecht anzubieten (mittelbares Bezugs-
recht i.S. von § 186 Absatz 5 Aktiengesetz). Der Aus-

schluss des Bezugsrechts fir Spitzenbetrdge ermdglicht

die Ausnutzung der erbetenen Ermachtigung durch
runde Betrage. Dies erleichtert die Abwickiung des
Bezugsrechts der Aktionare. Der Ausschluss des
Bezugsrechls zu Gunsten der Inhaber von bereits aus-
gegebenen Wandlungs- und Optionsrechten hat den
Vorteil, dass der Wandlungs- bzw. Optionspreis fUr die
bereits ausgegebenen Wandlungs- und Optionsrechte
nicht ermaBigt zu werden braucht und dadurch insge-

8. Ermachtigung zum Erwerb eigener Aktien
vorstand und Aufsichtsrat schlagen vor, folgenden
Beschluss zu fassen:

a) Die Gesellschaft wird ermachtigt, bis zum 29. Okto-
ber 2005 Aktien der Gesellschaft mit einem antei-
ligen Belrag am Grundkapital von insgesamt bis zu
8.180.025 Euro zu erwerben.,

b) Der Gegenwert fir den Erwerb einer Aktie (ohne
Erwerbsnebenkosten) darf den durchschnittlichen
Borsenkurs der Aktien der Gesellschaft - nicht
gewichleter Durchschnittsbetrag der Schlusskurse im
Xetra-Handel an der Frankfurter Wertpapierborse
oder einem entsprechenden Nachfolgesystem - an
den funf Borsenhandelstagen vor dem Erwerb oder
der Verpflichtung zum Erwerb um nicht mehr als
10 Prozent Ubersteigen ader unterschreiten. Erfolgt
der Erwerb auf Grund eines éffentlichen Angebots,
s0 darf der Gegenwert fir den Erwerb einer Aklie
(ohne Erwerbsnebenkosten) den durchschnittlichen
Borsenkurs der Aktien der Gesellschaft - nicht
gewichleter Durchschnittsbetrag der Schlusskurse im
Xetra-Handel an der Frankfurter Wertpapierborse
oder einem entsprechenden Nachfolgesystem - am
finften bis neunten Borsenhandelstag vor der Ver-
offentlichung des Angebots bis zu 20 Prozent Uber-
steigen oder 10 Prozent unterschreiten.

¢) Der Vorstand wird ermachtigt, mit Zustimmung des
Aufsichtsrats eine VerduRerung der erworbenen
eigenen Aktien in anderer Weise als Uber die Borse
oder durch Angebot an alle Aktiondre vorzunehmen,
wenn die Aktien gegen Barzahlung zu einem Prels
veraufSert werden, der den Borsenpreis von Aktien
der Gesellschaft gleicher Ausstattung zum Zeitpunkt
der VerduBerung nicht wesentlich unterschreitet.
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Diese Erméachtigung beschrankt sich (unter Anrech-
nung einer etwaigen Ausnutzung anderweitiger
Ermachtigungen zur Ausgabe von Aktien aus geneh-
migtem Kapital oder von Options- /Wandelanleihen
unter Ausschluss des Bezugsrechts gemals § 186
Absatz 3 Satz 4 Aktiengesetz) auf Aktien mit einem
anteiligen Betrag am Grundkapital von insgesamt

hachstens 8.180.025 Eurc. Als maRgeblicher Barsen-

preis im Sinne der vorstehenden Regelung gilt der
durchschnittliche Bérsenkurs der Aktien der Gesell-
schaft - nicht gewichteter Durchschnittsbetrag der
Schlusskurse im Xetra-Handel an der Frankfurter
Wertpapierbdrse oder einem entsprechenden Nach-
folgesystem - an den letzten funf Borsentagen vor
der VerduRerung.

d) Der Vorstand wird ferner ermachtigt, mit Zustim-

mung des Aufsichtsrats die erworbenen eigenen
Aktien unter Ausschluss des Bezugsrechts des
Aktiondre

(i) an Dritte zu verduBern, soweit dies zum Zweck
des Erwerbs von Unternehmen, Unternehmens-
teilen und/oder Beteiligungen an Unternehimen
erfolgt oder

(i) Vorstand und FUhrungskréften der Gesellschaft
und vesbundener Unternehmen im Rahmen des
Aktienoptionsprogramms der Gesellschaft fur
Fihrungskrafte (Beschluss zu Tagesordnungs-
punkt 8.b) der Hauptversammlung vom 27. Apfil
2001) zum Erwerb anzubieten.

Fassung betreffen. Entsprechendes gilt im Falle der
Nichtausnutzung der Erméchtigung zur Ausgabe

von Options- oder Wandelanleihen nach Ablauf des
Ermachtigungszeitraumes sowie im Falle der
Nichtausnutzung des bedingten Kapitals nach Ablauf
der Fristen fUr die AusUbung von Options- oder
wandlungsrechten und fur die Erfillung von Wand-
lungs- oder Optionspflichten.

d)§5 Absatz 4 der Satzung wird aufgehoben und

durch den folgenden neuen Absalz 4 ersetzt:

,Das Grundkapital ist um weitere bis zu 36.000.000
Euro, eingeteilt in Stick 12.000.000 auf den Inhaber
lautende Aktien mit einem auf eine Aklie entfallen-
den anteiligen Betrag am Grundkapital von je 3 E
bedingt erhoht. Die bedingte Kapitalerhchung wird
nur insoweit durchgefthrt, wie die Inhaber von Op-
tionsscheinen aus Optionsschuldverschreibungen
oder von Wandlungsrechten aus Wandelschuldver-
schreibungen, die von der Software AG oder einer
hundertprozentigen unmittelbaren oder mittelbaren
Beteiligungsgesellschaft der Software AG auf Grund
des Ermachtigungsbeschlusses der Hauptversamm-
lung vom 30. April 2004 ausgegeben werden,

von ihrem Options- oder Wandlungsrecht Gebrauch
machen oder eine Optionspfiicht oder Wandlungs-
pflicht (auch im Fall der Ausiibung eines entspre-
chenden wahlrechts der Gesellschaft) erfillen. Die
neuen Aktien nehmen vom Beginn des Geschafts-
jahres an, in dem sie entstehen, am Gewinn teil. Der
Yorstand ist ermachtigt, mit Zustimmung des Auf-
sichtsrats die weiteren Einzelheiten der Durchfih-
rung der bedingten Kapitalerhohung festzusetzen.”
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Die bedingte Kapitalerhthung dient der Gewshrung
von Optionsrechten und der Vereinbarung von Opti-
onspflichten nach MaRgabe der Optionsbedingungen
mit Inhabern von Optionsscheinen aus Options-
schuldverschreibungen bzw. von Wandlungsrechten
und wandlungspflichten nach MalRgabe der Anleihe-
bedingungen an die Inhaber von Wandelschuld-
verschreibungen, die gemaf der vorstehend zu b)
erteilten Ermachtigung bis zum 29. April 2009 von
der Software AG oder einer unmittelbaren oder mit-
telbaren hundertprozentigen Beteiligungsgesellschaft
der Software AG begeben werden. Unter Options-
und Wandlungspflichten ist auch die Ausibung des
Rechts der Software AG auf Lieferung von Aktien
der Gesellschaft ganz oder teilweise anstelle der
Zahlung des félligen Geldbetrages zu verstehen. Die
Ausgabe der neuen Aktien erfolgt zu dem nach
MaBgabe der vorstehenden Ermachtigung jeweils
festzulegenden Options- bzw. Wandlungspreis. Die
bedingte Kapitalerhohung ist nur insoweit durchzu-
fihren, wie die Inhaber der Optionsrechte bzw. Wan-
delschuldverschreibungen von ihren Options- bzw.
wandlungsrechten Gebrauch machen oder Options-
bzw. wandlungspflichten eintreten. Die neuen Aktien
nehmen vom Beginn des Geschaftsjahres an, in
dem sie entstehen, am Gewinn teil. Der Vorstand
wird ermachtigt, mit Zustimmung des Aufsichisrats
die weiteren Einzelheiten der Durchfihrung der
bedingten Kapitalerhdhung festzusetzen.

Der Aufsichtsrat wird ermachtigt, die Fassung von
§5 Absatz 4 der Satzung entsprechend der jewei-
ligen Ausgabe der Bezugsaktien anzupassen sowie
alle sonstigen damit in Zusammenhang stehenden
Anpassungen der Satzung vorzunehmen, die nur die

(iiiyin Ubereinstimmung mit den Anleihebedingun-
gen an die Inhaber von Options- oder Wandel-
anieihen zu liefern, die gernaR der zu Tagesord-
nungspunkt 7 erteilten Erméachtigung von der
Gesellschaft begeben wurden.

e) Dariber hinaus wird der Vorstand ermachtigt, mit
Zustimmung des Aufsichtsrats bei einer VerduBerung
erworbener eigener Aktien durch Angebot an alle
Aktiondre den Inhabern der van der Gesellschaft
oder einer hundertprozentigen unmittelbaren oder
mittelbaren Beteiligungsgesellschaft der Gesellschaft
ausgegebenen Optionsscheine und Wandelschuld-
verschreibungen ein Bezugsrecht auf die Aktien in
dem Umfang zu gewsahren, wie es ihnen nach
Ausibung des Options- bzw. Wandlungsrechts bzw.
Erfullung der Options- oder wandlungspflicht zu-
stehen wurde.

f) Ferner wird der Vorstand ermachtigt, mit Zustim-
mung des Aufsichtsrats die erworbenen eigenen
Aktien ohne weiteren Hauptversammiungsbeschluss
ganz oder zum Tell, auch in mehreren Teilschritten,
einzuziehen.

g) Die Ermachtigung kann jeweils ganz oder in Teilen
ausgelbt werden. Der Erwerb eigener Aktien darf in
Verfolgung eines oder mehrerer der genannten
Iwecke erfoigen.

Bericht des Vorstands gem&R § 71 Absatz 1 Nr. 8
Satz 5i.V.m. § 186 Absatz 3 Satz 4, Absatz 4 Satz 2
Aktiengesetz zu Tagesordnungspunkt 8

Mit der vorgeschlagenen Ermachtigung wird die
Gesellschaft in die Lage versetzt, bis zum 29. Oktober
2005 eigene Aktien bis zur Hohe von 10 Prozent des
zum Zeitpunkt der Hauptversammiung bestehenden
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Grundkapitals zu erwerben, um die mit dem Erwerb
von eigenen Aktien verbundenen Vorteile im interesse
der Gesellschaft und ihrer Aktionare zu realisieren.
Damit macht die Gesellschaft von § 71 Absatz 1 NI. 8
Aktiengesetz Gebrauch und ersetzt die am 29. Oktober
2003 ausgelaufene, auf der Hauptversammlung 2002
erteilte Ermachtiqung.

Die VerauRerung erworbener eigener Aktien erfolgt
iber die Borse oder in anderer geeigneter Weise unter
wahrung der Gleichbehandlung der Aktionare, ins-
besondere durch ein Angebot an alle Aktionare zum
Erwerb von Aktien. Davon kann in folgenden Fallen
abgewichen werden:

Die vorgeschlagene Ermachtigung sieht in Buchstabe
¢) zunachst.vor, dass der Vorstand in entsprechender
Anwendung von § 186 Absatz 3 Satz 4 Aktiengesetz
eine VerauRerung der erworbenen eigenen Aktien
auch in anderer Weise als uber die Borse oder durch
ein Angebot an alle Aktiondre vornehmen kann, wenn
die eigenen Aktien gegen Barzahlung und zu einem
Preis verduRert werden, der den maRgeblichen Bor-
senkurs nicht wesentlich unterschreitet. Von dieser
Erméachtigung darf nur bis zur Hohe von 10 Prozent des
Grundkapitals unter Einbeziehung einer etwaigen Aus-
nutzung anderweitiger Ermachtigungen zur Ausgabe
von Aktien oder Options-/Wandelschuldverschreibun-
gen unter Ausschluss des Bezugsrechts gemaR § 186
Absatz 3 Satz 4 Aktiengesetz Gebrauch gemacht wer-
den. Im Einklang mit § 186 Absatz 3 Satz 4 Aktienge-
setz wird dem Interesse der Aktiondre an einem wert-
maligen Verwasserungsschutz Rechnung getragen.
AuRerdem behalt jeder Aktionar durch den borsen-
nahen Platzierungspreis der neuen Aktien die Maglich-

In diesem Fall gelten die obigen Regelungen zum
Options- und Wandlungspreis, wobei abweichend
davon die Options- ader Anleihebedingungen in
diesemn Fall auch einen Options- bzw. Wandlungs-
preis fur eine Aktie der Gesellschaft von mindestens
80 Prozent des nicht gewichteten durchschnittlichen
Schiusskurses der Aktien der Software AG im Xetra-
Handel der Frankfurter wWertpapierborse oder in
einem entsprechenden Nachfolgesystem wahrend
eines Referenzzeitraums von drei bis zwanzig Bor-
sentagen vor dem Tag der Falligkeit der Options-
oder Wandelanleihe vorsehen kénnen. § 9 Absatz 1
Aktiengesetz bleibt unberuhrt.

Der Vorstand wird ermachtigt, mit Zustimmung des
Aufsichisrats die weiteren Einzetheiten der Ausga
und Ausstattung der Options- und/oder Wandel-
anleihen, insbesondere Zinssatz, Ausgabekurs, Lauf-
zeit und Stuckelung, Verwasserungsschutzbestim-
mungen, Options- bzw. Wandlungszeitraum sowie
im vorgenannten Rahmen den Wandlungs- und
Optionspreis und den Referenzzeitraum zu bestim-
men oder im Einvernehmen mit den Organen der
die Options- oder Wandelanleihe begebenden Betei-
ligungsgesellschaft der Software AG festzulegen.

¢) Bedingtes Kapital

Das bedingte Kapital in § 5 Absatz 4 der Satzung
wird aufgehoben und durch die folgende Regelung
ersetzt.

Das Grundkapital wird um bis zu 36.000.000 Euro
durch Ausgabe von bis zu 12.000.000 auf den
inhaber lautende Aktien mit einem anteiligen Betrag
am Grundkapital von je 3 Eure bedingt erhoht.
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Kontrollerlangung durch Dritte) eine Anpassung der
Options- oder Wandlungsrechte bzw. Options- oder
Wwandlungspflichten vorsehen. Bei einer Kontroller-
l[angung durch Oritte kann eine marktibliche Anpas-
sung des Options- oder Wandlungspreises vorge-
sehen werden.

Die Options- oder Anleihebedingungen kénnen das
Recht der Gesellschaft vorsehen, im Falle der Wand-
lung oder Oplionsausiibung ganz oder teilweise
nicht Aktien zu gewahren, sondern einen Geldbetrag
zu zahlen, der sich aus der Anzahl der anderenfalls
zu liefernden Aktien und dem nicht gewichteten
durchschnitttichen Schlusskurs der Aktien der Soft-
ware AG im Xetra-Handel der Frankfurter Wertpa-
pierbdrse oder in einem entsprechenden Nachfolge-
system wahrend eines Referenzzeitraums von drej
bis zehn Borsentagen vor ader nach Erkldrung der
Wandlung bzw. der Optionsausibung ergibt, oder
statt Aktien der Gesellschaft Aktien einer borsen-
notierten anderen Gesellschaft, gegebenenfalls
zuzliglich einer baren Zuzahlung, zu liefern.

Die Options- ader Anleihebedingungen kénnen auch
eine Wandlungspflicht bzw. Optionspflicht zum Ende
der Laufzeit oder zu einem anderen Zeitpunkt oder
das Recht der Gesellschaft vorsehen, bei Falligkeit
der Oplions- oder Wandelanleihe den Anleiheglau-
bigern ganz oder teilweise anstelle der Zahlung des
falligen Geldbetrages Aktien der Geselischaft ader
einer borsennotierten anderen Gesellschaft zu
gewahren. Die Austbung eines solchen Rechts der
Gesellschaft auf Lieferung von Aktien der Gesell-
schaft qilt als Fall der Options- bzw. Wandlungspflicht
im Sinne der Bestimmungen dieser Ermachtigung.

keit, die zur Aufrechterhaltung seiner Anteilsquote
erforderlichen Aktien zu anndhernd gleichen Bedin-
gungen am Markt zu erwerben.

Der Vorstand soll im Rahmen von Buchstabe d) (i) fer-
ner ecmachtigt werden, mit Zustimmung des Aufsichts-
rats die erworbenen eigenen Aktien unter Ausschiuss
des Bezugsrechts der Aktiondre an Dritte zu verdulern,
soweit dies zum Zweck des Erwerbs von Unternehmen,
Unternehmensteilen und/ader Beteiligungen an Unter-
nehmen erfolgt. Dies schlieBt den Zusammenschluss
mit anderen Unternehmen ein, soweit sich der Zusam-
menschluss im Wege der Ausgabe neuer Aktien gegen
Sacheinlage zum Zweck des Erwerbs von Unterneh-
men, Unternehmensteilen oder Beteiligungen an
Unternehmen volizieht. Damit soll der Vorstand in die
Lage versetzt werden, in geeigneten Einzelfallen Aktien
der Gesellschaft als Gegenleistung in diesen Fallen
einzusetzen,

Die Gesellschaft sail damit in Erganzung zu der beste-
nenden Maglichkeit der Ausnutzung des genehmigten
Kapitals die Moglichkeit erhalten, rasch und erfolgreich
auf vorteilhafte Angebote oder sich bietende Gelegen-
heiten zum Erwerb von Unternehmen, Unternehmens-
teilen ader Beleiligungen an Unternehmen zu reagieren,
Die Gesellschaft beweqt sich im Markt der Entwick-
lung von Systemsoftware, der hauptséchlich durch US-
amerikanische Konkurrenz gepragt ist. im US-Markt
wird der Erwerb von Unternehmen oder Beteiligungen
oft nicht Uber Barmittel abgewickelt, sondern im Wege
des Aklientausches. Auch in Deutschland handelt

es sich dabei mittlerweile um eine etablierte Trans-
aktionsform.

Die mit der Erméchtiqung angestrebte Maglichkeit der
Wwiederverdufierung zuriickerworbener Aktien zielt auf
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die Nutzung dieser Moglichkeiten. Im Wettbewerb mit
anderen Unternehmen der gleichen Branche, die eben-
falls uber die Moglichkeit zum Einsatz der Aktie als
,Akquisitionswahrung” verfagen, dient dies dem Erhalt
und der Steigerung der Wettbewerbsfahigkeit und der
Erweiterung des eigenen Portfolios. Die Moglichkeit
der Uberlassung von Aktien zum Erwerb von Unterneh-
men gder Unternehmensbeteiligungen kann sich
zudem gegenUber der Hingabe von Geld als die ginsti-
gere - weil liquiditatsschonende - Finanzierungsform
fir die Gesellschaft erweisen und liegt damit auch im
Interesse der Aktionare.

Der Gesellschaft steht auch ein genehmigtes Kapital
fir den Erwerb von Unternehmen, Unternehmensteilen
oder Beteiligungen zur Verfigung (§ 5 Absatz 5 der
Satzung). Die Entscheidung Uber die Art der Aktienbe-
schaffung trifft der Vorstand mit Zustimmung des Auf-
sichtsrats. Dabei lassen sich Vorstand und Aufsichtsrat
allein vom Interesse der Aktiondre und der Gesellschaft
leiten; der Vorstand wird der Hauptversammlung
jeweils Bericht erstatten.

Ferner soll die Geselischaft in Buchstabe d) (ii) der
Ermachtigung die Moglichkeit erhalten, eigene Aktien
zur Bedienung der Bezugsrechte im Rahmen des
Aktienoptionsprogramms der Geselischaft zu verwen-
den. § 71 Absatz 1 Nr. 8 Aktiengesetz verweist inso-
weit auf die Anforderungen nach § 193 Absatz 2 Nr. 4
Aktiengeselz. Das bestehende Aktienoptionsprogramm
fur Fuhrungskrdfte (Beschluss zu Tagesordnungspunkt
8.b der Hauptversammiung vom 27. April 2007) ent-
spricht diesen Anforderungen. Damit kdnnen neben
der in der Hauptversammlung vom 27. April 2001 ge-
schaffenen Moglichkeit zur Lieferung von Aktien aus

eines Referenzzeitraums van drei bis zehn Borsen-
tagen vor dem Tag der Beschlussfassung durch den
vorstand Uber die Ausgabe der Options- ader Wan-
delfanleihen betragen oder - fUr den Fall der Einrdu-
mung eines Bezugsrechts - mindestens 80 Prozent
des nicht gewichteten durchschnittlichen Schluss-
kurses der Aktien der Software AG im Xetra-Handel
der Frankfurter Wertpaplerbdrse oder einem ent-
sprechenden Nachfolgesystem wahrend der Tage,
an denen die Bezugsrechte auf die Options- ader
wandelanleine an der Frankfurter Wertpapierborse
gehandelt werden, mit Ausnahme der beiden letz-
ten Bdrsentage des Bezugsrechtshandels, betragen.
§9 Absatz 1 Aktiengesetz bleibt unberihrt.

Der Options- oder Wandlungspreis kann unbescha
des §9 Absatz 1 Aktiengesetz auf Grund einer Ver-
wasserungsschutzklausel nach naherer Bestimmung
der Options- ader Wandelbedingungen dann er-
m&Rigt werden, wenn die Gesellschaft wahrend der
Options- oder Wandlungsfrist unter Einraumung eines
ausschlieBlichen Bezugsrechts an ihre Aktionare oder
durch eine Kapitalerhthung aus Gesellschaftsmitteln
das Grundkapital ethdht oder weitere Options- oder
Wandelanleihen begibt oder garantiert und den
Inhabern schon bestehender Options- oder Wand-
lungsrechte hierfur kein Bezugsrecht eingerdumt
wird, wie es ihnen nach Ausibung des Options- oder
wandlungsrechts zustehen wirde. Die ErmaRigung
des Options- oder Wandlungspreises kann auch
durch eine Barzahlung bei Ausibung des Options-
oder Wandlungsrechts oder bel der Erfillung einer
Options- oder Wandlungspflicht bewirkt werden. Die
Options- oder Wandelanleihebedingungen konnen
darUber hinaus fir den Fall der Kapitalherabsetzung
oder anderer auRerardentlicher Malnahmen oder
Ereignisse (wie z.B. ungewthnlich hohe Dividenden,
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lung, zum Bezug ganzer Aktien aufaddiert werden
konnen.

Im fFalle der Ausgabe von Wandelanleihen erhalten
die Inhaber das Recht, ihre Schuldverschreibungen
gemaR den vom Vorstand festgelegten Wandel-
anleihebedingungen in auf den Inhaber lautende
Aktien der Software AG zu wandeln. Das Wandlungs-
verhaltnis ergibt sich aus der Division des Nenn-
betrages oder des unter dem Nennbetrag liegenden
Ausgabebetrages einer Teilschuldverschreibung
durch den festgesetzten Wandlungspreis fir eine
Aktie der Gesellschaft und kann auf eine volle Zahl
auf- oder abgerundet werden; ferner kann eine in
bar zu leistende Zuzahlung und die Zusammen-
lequng fur nicht wandlungsfahige Spitzen festgesetzt
werden. Die Anleihebedingungen konnen unter
Beachtung der Regelungen dieser Ermachtigung
zum Wandlungspreis ein variables wandlungsver-
haltnis und eine Bestimmung des Wandlungspreises
in Abhangigkeit von der Entwicklung des Kurses

der Aktie der Software AG wahrend der Laufzeit der
Anleihe vorsehen.

Die Options- oder Anleihebedingungen konnen fir
alle Falle der Lieferung von Aktien der Gesellschaft
vorsehen, dass statt neuer Aktien bereits existieren-
de Aktien der Gesellschaft geliefert werden.

Der jeweils festzusetzende Options- oder Wand-
lungspreis fir eine Aktie muss mindestens 80 Pro-
zent des nicht gewichteten durchschnittlichen
Schlusskurses der Aktien der Software AG im Xetra-
Handel der Frankfurter Wertpapierborse oder in
einem entsprechenden Nachfolgesystem wahrend

bedingtem Kapital alternativ auch eigene Aktien der
Gesellschaft zur Bedienung dieses Aktienoptionspro-
gramms verwendet werden.

SchlieRlich solf die Gesellschaft in Buchstabe d) (iii)
der Ermachtigung die moglichkeit erhalten, eigene
Aktien zur Bedienung der Bezugsrechte der Inhaber
von Options- oder Wandelanleihen zu verwenden, die
auf Grund der zu Tagesordnungspunkt 7 vorgeschla-
genen Ermachtigung begeben werden. Damit kénnen
statt der Lieferung von Aktien aus bedingtermn Kapital
alternativ auch eigene Aktien der Gesellschaft zur
Bedienung der Bezugsrechte aus diesen Anleihen ver-
wendet werden. Die Ermachtigung erfasst alle Falle,
in denen nach den Options- oder Anleihebedingungen
Aktien der Gesellschaft zu liefern sind, also neben der
AusUbung von Options- und Wandlungsrechten auch
die Lieferung in rfullung von Options- oder Wand-
lungspflichten oder auf Grund der Ausiibung von Wahl-
rechten der Gesellschaft. Die Lieferung eigener Aktien
vermeidet in diesem Fall die bel einer Lieferung aus
bedingtem Kapital eintretende Verwdsserung der
Aktionare und liegt damit auch in deren Interesse. Die
Entscheidung Uber die Lieferung eigener Aktien oder
die Ausnutzung des bedingten Kapitals wird von Yor-
stand und Aufsichtsrat allein unter Bericksichtigung
der Interessen der Gesellschaft und der Aktiondre zum
fraglichen Zeitpunkt getroffen. Der Vorstand wird der
Hauptversammlung jeweils Bericht erstatten.

Sowelt die VerauBerung eigener Aktien im Wege des
offentlichen Angebots an alle Aktiondre vorgenommen
wird, soll ferner gemaR Buchstabe e) der Erméachti-
gung die Moglichkeit bestehen, die Inhaber von Opti-
ons- oder Wandlungsrechten so zu beriicksichtigen, als
sei das Recht bereits ausgeiibt worden. Der Ausschiuss
des Bezugsrechts zu Gunsten der Inhaber von bereits
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ausgegebenen Wandlungs- und Optionsrechten hat
den Vorteil, dass eine sonst nach den GOptions- oder
Anleihebedingungen etwa erforderliche ErmaRigung
des Wandlungs- bzw. Qptionspreises fUr die bereits
ausgegebenen Wandlungs- und Optionsrechte nicht
erforderlich wird und dadurch insgesamt ein héherer
Mittelzufluss ermdglicht wird.

Der gemaRk § 71 Absalz 1 Nr. 8 Satz 51.v.m. § 186
Absalz 3 Satz 4, Absatz 4 Salz 2 Aktiengesetz der
Hauptversammlung zu erstattende Vorstandsbericht,
der vorstehend vollstandig abgedruckt ist, liegt vom
Tag der Einberufung der Hauptversammlung an in den
Geschaftsrdumen der Gesellschaft sowie in der Haupt-
versammilung selbst zur Einsichtnahme aus. Eine
Abschrift des Berichts wird jedem Aktionar auf verlan-
gen erteilt.

nach anerkannten, insbesondere finanzmathema-
tischen Methoden ermittelten hypothetischen Markt-
wert nicht wesentlich unterschreitet. Diese Ermach-
tigung zum Ausschiuss des Bezugsrechts gilt jedoch
nur fir Options- und Wandelanleihen mit einem
Options- bzw. Wandlungsrecht oder einer Options-
bzw. Wandlungspflicht auf Aktien mit einem antei-
ligen Betrag am Grundkapital von insgesamt bis

7u 8.180.025 Euro oder, falls dieser Betrag niedriger
sein sollte, von 10 Prozent des zum Zeitpunkt der
Auslbung der Ermachtiqung bestehenden Grund-
kapitals (Jeweils unter Anrechnung einer etwaigen
Ausnutzung anderweitiger Ermachtigungen zur
VerguRerung eigener Aktien oder zur Ausgabe von
Aktien aus einem genehmigten Kapital unter Aus-
schluss des Bezugsrechts gemaR § 186 Absatz 3 ‘
Satz 4 Aktiengesetz).

Im Falle der Ausgabe von Optionsanleihen werden
jeder Teilschuldverschreibung ein oder mehrere
Optionsscheine beigefugt, die den Inhaber nach
naherer Malgabe der vom Vorstand festzulegenden
Optionsbedingungen zum Bezug von auf den Inha-
ber fautenden Aktien der Software AG berechtigen.
FUr auf Euro lautende, durch die Software AG bege-
bene Optionsanleihen konnen die Optionsbedin-
gungen vorsehen, dass der Optionspreis auch durch
Ubertragung von Teilschuldverschreibungen und
gegebenenfalls eine bare Zuzahlung erfullt werden
kann. Der anteilige Betrag am Grundkapital, der auf
die je Teilschuldverschreibung zu beziehenden Ak-
tien entfallt, darf den Nennbetrag der Teilschuidver-
schreibungen (gegebenenfalls zuzdglich einer baren
Zuzahlung) nicht ibersteigen. Soweit sich Bruchteile
von Aktien ergeben, kann vorgesehen werden, dass
diese Bruchteile nach Malgabe der Options- oder
Anleihebedingungen, gegebenenfalls gegen Zuzah-
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Options- oder Wandlungsrechte in auf den Inhaber
lautende Aktien der Software AG zu gewshren.

Das gesetzliche Bezugsrecht kann den Aktionaren in
der Weise eingeraumt werden, dass die Options-
oder Wandelanleihen van einem Kreditinstitut oder
einem Konsortium von Kreditinstituten mit der Ver-
pflichtung ibernommen werden, sie den Aktionaren
zum Bezug anzubieten. Werden Options- oder Wan-
delanleihen von einer hundertprozentigen mittel-
baren oder unmittelbaren Beteiligungsgesellschaft
ausgegeben, hat die Gesellschaft die Gewahrung
des gesetzlichen Bezugsrechts fiir die Aktiondre der

Software AG sicherzustelten, soweit nicht in Uberein-

stimmung mit dieser Ermachtigung das Bezugsrecht
ausgeschlossen wird.

Der Yorstand ist ermachtigt, Spitzenbetrage, die sich
auf Grund des Bezugsverhaltnisses ergeben, von
dem Bezugsrecht der Aktionare auszunehmen und
das Bezugsrecht auch insoweit auszuschlieBen, wie
es erforderlich ist, damit inhabern von bereits zuvor
ausgegebenen Optionsscheinen oder Wandelan-
leihen ein Bezugsrecht in dem Umfang eingeraumt
werden kann, wie es ihnen nach Ausibung der
Options- oder Wandlungsrechte oder bei Erfillung
von Options- oder Wandlungspflichten ais Aktionar
zustehen wiirde.

Der Yorstand ist ferner ermachtigt, mit Zustimmung
des Aufsichtsrats das Bezugsrecht der Aktiondre auf
Options- und Wandelanleihen volistandig auszu-
schliefBen, sofern der vorstand nach pflichtgeméler
Prifung zu der Auffassung gelangt, dass der Aus-
gabepreis der Options- oder Wandelanleihen ihren

Teilnahme

Voraussetzungen fiir die Teitnahme an der Haupt-
versammlung und fir die Ausiibung des Stimmrechts

Zur Teilnahme an der Hauptversammlung und zur Aus-
ubung des Stimmrechts sind in Ubereinstimmung mit

§ 17 der Satzung diejenigen Aktiondre berechtigt, die ihre
Aktien bei der Gesellschaft, bei einem deutschen Notar,
bei einer Wertpapiersammelbank oder bei einer Nieder-
lassung der Commerzbank AG wahrend der Geschafts-
stunden hinterlegen und bis zur Beendigung der Haupt-
versammlung dort belassen. Die Hinterlegung gilt auch
dann als bei einer der genannten Stellen bewirkt, wenn
die Aktien mit Zustimmung einer Hinterlegungsstelle

fUr diese bei einem Kreditinstitut bis zur Beendigung der
Hauptversammlung gesperrt gehalten werden.

Die Hinterlequng muss spatestens am Freitag, dem
23. April 2004 erfolgen.

im Falle der Hinterlegung bei einem deutschen Notar
oder bei einer Wertpapiersammelbank ist die hierliber
auszustellende Bescheinigung spatestens am Montag,
dem 26. April 2004 bei der Gesellschaft einzureichen.

Das Stimmrecht kann auch durch einen Bevollmachtigten,
beispielsweise ein Kreditinstitut oder eine Aktionarsver-
einigung, ausgelbt werden. Erganzend bieten wir
unseren Aktionaren an, sich durch von der Gesellschaft
benannte Stimmrechtsvertreter bei den Abstimmungen
vertreten zu lassen. Die Stimmrechlsvertreter sind ver-
pflichtet, das Stimmrecht nur nach MaRgabe ausdricklich
erteilter Weisungen auszuuben. Aktionare, die den von
der Gesellschaft benannten Stimmrechtsvertretern eine
vollmacht erteilen wollen, konnen bei ihrer depotfiihren-
den Bank eine Eintrittskarte anfordern, die die Unterlagen
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zur Vallmachtsibertragung und zur Weisungserteilung
enthalt. Die Bevollimachtigung muss schriftlich durch
Ubersendung der ausgefuliten Vollmacht des Aktionars an
die Gesellschaft unter Angabe seiner pauschalen Weisung
ader Weisungen zu den einzelnen Tagesordnungspunklen
erfolgen. Die Vollmacht und die Stimmweisung missen
bis spatestens am Mantag, dem 26. April 2004 bei der
Gesellschalt eingegangen sein.

Gegenantrage von Aktiondren sind unter Nachweis der
Aktionarseigenschaft ausschlieRlich an folgende Adresse
zu richten:

Software AG

investor Relations
Uhlandstralse 12
64297 Darmstadt

Fax 0 61 51/92-19 33

Bis spatestens 16. April 2004, 24:00 Uhr, unter abiger
Adresse eingegangene Gegenantrage zu den Punkten der
vorstehenden Tagesordnung werden berucksichtigt.
Sowelt Gegenantrége und ihre Begrundungen zuganglich
zu machen sind, werden sie allen Aktiondren im Internet
unter www.softwareag.com/investor/hauptversammiung
unverzglich zuganglich gemacht. Anderweitig adressier-
te oder nicht fristgerecht eingegangene Antrage von
Aktionaren zur Tagesordnung bleiben unbericksichtigt.
Eventuelle Stellungnahmen der Verwaltung hierzu
werden ebenfalls unter der genannten Internetadresse
zuganglich gemacht.

Die Einladung zur Hauptversammiung ist im elektro-
nischen Bundesanzeiger vom 16. Marz 2004 verpffent-
licht worden.

Vorstand und Aufsichtsrat schlagen var, dazu folgende
Beschlusse zu fassen:

3) Aufhebung der bestehenden Ermachtigung

Die mit Beschluss der Hauptversammlung vom
27. April 2007 erteilte Ermachtigung zur Ausgabe
van Options- und Wandelanleihen wird aufgehoben.

b) Ermachtigung zur Ausgabe von Oplions- und Wan-
delanleihen und zum Ausschluss des Bezugsrechts

Der Vorstand wird ermachtigt, mit Zustimmung

des Aufsichtsrats bis zum 29. April 2009 einmalig
oder mehrmals auf den Inhaber lautende Options-
und/oder wandelanleihen im Gesammennbetrag‘
von bis zu 500.000.000 Euro mit einer Laufzeit von
langstens 15 (funfzehn) Jahren auszugeben. Den
Inhabern von Opticnsanleihen konnen Optionsrechte
und den Inhabern von Wandelanleihen konnen
Wandlungsrechte in auf den Inhaber lautende Aktien
der Gesellschaft mit einem anteiligen Betrag am
Grundkapital von insgesamt bis zu 36.000.000 Euro
nach naherer Maligabe der Options- oder Wandel-
anleihebedingungen gewahrt werden.

Options- und Wandelanleihen konnen aufler in

Euro auch - unter Begrenzung auf den entsprechen-
den Euro-Gegenwert - in der gesetzlichen Wahrung
eines OECD-Landes begeben werden. Sie kénnen
auch durch eine hundertprozentige unmittelbare
oder mittelbare Beteitigungsgesellschaft der Soft-
ware AG ausgegeben werden; fir diesen Fall wird
der Vorstand ermachtigt, mit Zustimmung des Auf-
sichtsrats fur die Gesellschaft die Garantie fur Op-
tions- und Wandelanleihen zu ubernehmen und den
Inhabern von Optionsscheinen und wandelanleihen
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diesen sind vier Mitglieder von der Hauptversammiung
ohne Bindung an Wahlvorschlage zu wahlen.

Die Amiszeit von Or. Peter Lex, der seit dem 1. Januar
1999 dem Aufsichtsrat angehort, endet mit Ablauf
dieser Hauptversammlung.

Der Aufsichtsrat schidgt vor,
Herrn Dr. Ing. Andreas Bereczky, Produktionsdirektor,
wohnhaft: 52249 Eschweiler,
als Nachfolger von Herrn Dr. Lex in den Aufsichtsrat zu
wahlen.
Herr Dr. Bereczky halt keine weiteren Aufsichtsrats-
mandate.

6. Wahl des Abschlussprifers fiir das Geschéftsjahr
2004
Der Aufsichtsrat schiagt vor, die Wirtschaftsprisfungs-
gesellschaft BDO Deutsche warentreuhand Aktien-
gesellschaft, Frankfurt am Main, zum Abschlusspritfer
fir das Geschaftsjahr 2004 zu bestellen.

7. Authebung der bestehenden und Beschlussfassung
liber eine neue Ermachtigung zur Ausgabe von
Options- und Wandelanleihen nebst gleichzeitiger
teilweiser Aufhebung des bestehenden und
Schatfung eines neuen bedingten Kapitals und
Anderung von § 5 der Satzung
vorstand und Aufsichtsrat schlagen der Hauptver-
sammlung vor, die bestehende Ermachtiqung zur Aus-
gabe von Options- und Wandelanleihen aufzuheben
und eine neue Ermachtigung zu erteilen sowie das

bedingte Kapital an die neue Ermachtigung anzupassen.

Die Reden des Aufsichtsratsvarsitzenden und des
Vorstandsvorsitzenden kénnen am Tag der Hauptver-
sammlung direkt {ber das Internet verfolgt werden
{www.softwareag.com /investor/hauptversammiung).

Darmstadt, im Marz 2004

Software AG
Der Vorstand
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U e S G

1. Yoriage des festgesteliten Jahresabschlusses der
Software AG zum 31. Dezember 2003, des Lage-
berichts sowie des gebilligten Konzernabschlusses
zum 31. Dezember 2003 und des Konzernlage-
berichts und des Berichts des Aufsichtsrats
Die varstehenden Unterlagen liegen in den
Geschaftsrdumen der Software AG, UhlandstraRe 12,
64297 Darmstadt, zur Einsicht der Aktiondre aus. inter-
essierte Aktiondre kdnnen unseren Geschaftsbericht,
der den Konzernabschluss enthalt, kostenlos bei der
oben genannten Adresse anfordern.

2. Hinweis zur Gewinnverwendung

Der Vorschlag der Verwaltung zur Gewinnverwendu
entfallt mangels eines Bilanzgewinns. Der jahresfehl-
betrag wird auf neue Rechnung vorgetragen.

3. Beschlussfassung iiber die Entlastung der Mit-

glieder des Vorstands fir das Geschafisjahr 2003
varstand und Aufsichtsrat schiagen var, den Mit-
gliedern des Vorstands unter Einschluss der im Verlaufe
des Jahres 2003 ausgeschiedenen Mitglieder Dr. Detlef
Purschke und Karl Heinz Achinger Entlastung fur das
Geschaftsjahr 2003 zu erteilen.

4. Beschlussfassung Gber die Entlastung der Mit-

glieder des Aufsichtsrats fiir das Geschaftsjahr 2003
vorstand und Aufsichtsrat schlagen vor, den Mitglie-
dern des Aufsichtsrats Entlastung fUr das Geschaftsjahr
2003 zu erteilen.

5. wahl zum Aufsichtsrat

Der Aufsichtsrat setzt sich gemaR §§ 96, 101 Aktienge-
setz, § 76 Betriebsverfassungsgesetz 1952 zusammen.
Er besteht satzungsgemaR aus sechs Mitgliederm. von
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Anfahrtsskizze

Auditorium der Commerzbank AG, Frankfurt am Main
Eingang: Grole GallusstralRe 19
(Am Fufs der groRen Freitreppe)

o Das Auditorium der Commerzbank erreichen Sie mit
offentlichen verkehrsmitteln:
vom Hauptbahnhof mit der U-Bahn, Linie U4/U5
oder StraRenbahn, Linie 11
Haltestelle: Willy-Brandt-Platz

a Parkmoglichkeiten bei der Anfahrt mit dem Pkw:
Parkhaus Kaiserplatz, Einfahrt: Bethmannstralse
Parkhaus Junghofstralse, Einfahrt: Junghofstrae
Parkhaus Hauptwache, Einfahrt: Kornmarkt
Parkhaus Borse, Einfahrt: Meisengasse
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Gebuhr zahlt

Empfanger

Bitte Gbersenden Sie mir den

Geschaftsbericht 2003 der Software AG:

(J Exemplare deutsch
(J exemplare englisch

Software AG

Absender

Investor Relations
Uhlandstrafle 12

Name

64297 Darmstadt

Germany

Stralke

Ort




Software AG

Corporate Headquarters
Uhlandstralse 12

64297 Darmstadt, Germany
Tel. +49 61 51-92-0

Fax +49 61 51-92-19 33

www.softwareag.com

Hauptvgﬂgémm&wm;’

o
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* Einladuag TN
. zur ordentiichen Hauptversammlung
‘der Software Aktiengesellschaft,
Darmstadt- ‘

- R TP ~ r
—— Wertpapier-Kenn:-N7 330400
= SIN-BE60033T%002
g
TTT e~ — Die Hauptversammlung findet
am Freitag, dem 30. April 2004,

- . .. um10.00 Uhr
“im Auditorium der Commerzbank AG,
GroRe Gallysstrale 19,
60311 Frankfurt am Main,
statt.
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2005-07-20 CRLL LT ne =

Software AG announces real-time data_replication solution for Adabas customers 75_-";,-’;‘_-.’,“.‘ I’L -
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2005-07-14

Software AG expands in Latin America

2005-06-23

Software AG announces certification of its XI Adapters for SAP® XI, integrating

legacy systems with SAP NetWeaver™

2005-06-08

Software AG and Active Endpoints announce a strategic technology alliance to

provide BPEL capabilities for Software AG’s Enterprise Service Bus (ESB)

2005-05-17

Personnel Issue

2005-05-13

Software AG and IDS Scheer form a Strategic Partnership to deliver a Business

Process Management solution within a_Service Oriented Architecture

2005-04-28

Software AG increases operating income (EBIT) by 19% to €18 million in first

quarter 2005 on strength of higher reverues and effective cost control

2005-04-12

Software AG achieves objectives for first guarter 2005

2005-03-09

Software AG delivers a further building block for a Service Oriented Architecture

2005-03-01 N

Ad hoc disclosure according to § 15 WpHG:
Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Oriented Architecture

2005-03-01
Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Oriented Architecture

2005-02-15
Software AG reports significant profit improvement in 2004

2005-01-28
Software AG recommends a dividend payment

2005-01-28
Ad hoc disciosure according to § 15 WpHG: Dividend Payment

2005-01-24
Software AG receives YES CERTIFICATION for SUSE LINUX Enterprise Server

2005-01-07
Software AG to acquire legacy integration technology company Sabratec Ltd.

2005-01-07
Ad hoc disclosure according to § 15 WpHG
Software AG to acquire integration technology company Sabratec Ltd.

2005-01-03
Personnel: Software AG names Alfred Pfaff head of SAG Systemhaus GmbH

2004-12-02
Software AG extends its integration business to include organizational processes

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 25.07.2005




2004-11-19
Personnel: Software AG appoints Dr. Peter Kiirpick to the Beard of Directors

2004-11-19
Ad hoc disclosure

2004-11-10
Software AG launches platform for fast, low-cost reporting

2004-10-28
Software AG’s third quarter net income doubles, license revenue up 10 percent

2004-10-21
Seven improves performance and reduces costs by migrating to Unix

2004-10-20
Commerzbank AG implements XML Business Integration from Software AG

2004-09-21
Web Services Link Trucks to Dispatch Companies

2004-08-17
Software AG restructures international organization

2004-07-29
Software AG posts second quarter growth, license revenue up 23%, net income
more than trebled

2004-07-23
Software AG incorporates Research and Development into the XMLi and ETS
Modernization strategic focus areas

2004-07-23
Ad hoc disclosure:
Software AG aligns R&D with Business Lines — CTO resigns

2004-07-15
Software AG tg report growth in revenue and profit for Q2, 2004

2004-07-15
Software AG Enhances Tamino XML Server with Accelerated Data Access, Improved
Security, and a Developer’s Edition

2004-06-08
Software AG appoints SHANGHAI 5A Technology as Value Added Reselier

2004-06-07
Software AG launches New Business Integration Portfolio in Europe

2004-05-25
Software AG Joins the EAI Industry Consortium

2004-05-17
Standards-based integration helps enterprises bring the old and the new together
and re-use existing IT assets

2004-04-27
Q1 Press Conference & Analyst Conference Web Casts

2004-04-27
Software AG posts a significant increase in profit and license revenue

2004-04-21
Software AG expects earnings per share of Euro 0.36 in Q1 2004

2004-04-14
Software AG sells SAP S1 shares

2004-03-09
Software AG Extends its High-Speed Database to SQL Applications

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 25.07.2005




2004-03-04
Software AG introduces Tamino XML Security Extensions for digital signatures for
its Tamino XML Server 4.1

2004-02-20
Software AG's Adabas Takes Advantage of IBM's New 64-Bit Shared Virtual Storage
Technology for Mainframe

2004-02-13
Software AG results for fiscal 2003

2003-12-15
Implementation of Adabas and Natural on Linux a Success

2003-12-09
Sony Music Entertainment Turns to Software AG

2003-12-04
Ad-hoc Release in accordance with Section 15, WpHG (German Securities Act):
Software AG to focus on two product lines

2003-11-27
EntireX XML Gateway helps organizations speed business processes, improve
decision-making and increase competitiveness

2003-11-26
EntireX Communicator version 7.1.1 helps Enterprises open thfeir existing systems
to other applications as Microsoft® .NET or Java™ objects

2003-11-06
Programming_made quick and easy

2003-10-23
Software AG earnings rise in third quarter

2003-10-01
Change at the top at Software AG

2003-08-12
Software AG and iGate Global Solutions setfip joint venture in India

2003-07-30
Software AG back in the black in Q2

2003-07-18
Karl-Heinz Streibich appointed new/Chief Executive Officer of Software AG

2003-06-30
Taming XML Server 4.1.4 now Available for key system platforms

2003-06-27
Software AG converts to bfarer shares

2003-06-05
Natural Construct Spegtrum 4.5 for Mainframes

2003-05-20
Sun_Microsystems/and Software AG announce glliance to increase workgroup
productivity and,éecuritv

2003-05-15
Software AG/supports zSeries 990 with its enterprise mainframe products

2003-05;07
Softwarg AG and SEEBURGER AG enter into_partnership

2003/04-30
Softivare AG Annual Stockholders’ Meeting

/
2003-04-24

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 25.07.2005
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Ad hoc disclosure according to § 15 WpHG:

Fujitsu and Software AG Announce a Strategic Alliance to
Deliver a Joint Integration Offering for Service Oriented
Architecture

Tokyo, Japan / Darmstadt, Germany, 01.03.2005

Fujitsu Limited and Software AG today announced their intent to jointly
develop, market and sell an offering that will help customers improve
business processes and increase information visibility through a leading
service-oriented architecture (SOA) infrastructure. SOA is a standards-
based organizational and design methodology for redesigning business
systems and applications to more closely align with the functional
processes of the organization.

By leveraging the companies’ complementary technology platforms and global R&D
expertise, Fujitsu and Software AG intend to deliver a methodology with a
framework and integrated metadata repository designed to speed development,
improve business productivity and enable flexibility to meet changing business
demands.

Through this partnership, Fujitsu and Software AG plan to introduce a joint offering
in the summer of 2005. Software AG is currently offering Interstage Business
Process Manager, Fujitsu’s business process management solution, in conjunction
with its suite of products.

You can find further information in our additional press release.

a
Contact: or:

Software AG Software AG
Otmar Winzig Susanne Eyrich

VP Investor Relations
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com

VP Corporate Communications
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201

Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com

Home | Contact | Sitemap | Legat Aspects | Privacy Policy | Impressum
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o s Ad hoc disclosure according to § 15 WpHG: Dividend

Photos & Artwork Payment
Press Contacts

Company Info ‘ .
Events Software AG announces a dividend payment

Darmstadt, Germany, 28.01.2005

Software AG plans to pay a dividend of Euro 0.75 per share for 2004. The
Supervisory Board decided at today’s session to submit such a
recommendation to the Annual Shareholders’ Meeting on May 13th. The
recommended dividend of Euro 0.75 represents a dividend yield of 3.25%
based on the average share price in 2004 (Euro 23.09). There are currently
27.3 million shares entitled to a dividend payment.

The financial results for 2004 will be published on February 15th, 2005.

¢ [%, Content Finder
Print Page i
Recommend Page

: Software AG provides a real-time single view of strategic business information by
i integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. [ts offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider, It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue,

ESecured Area: ;

{Country Sites:

Contact:

Software AG

Otmar Winzig

VP Investor Relations
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com
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Mergers & Acquisition

Darmstadt, Germany, 07.01.2005

Software AG plans to acquire 100 percent of the shares of privately owned
Sabratec Ltd., Tel Aviv, a vendor of integration software. A share purchase
agreement has been reached with the majority of the shareholders today,
following a letter of intend dJated November 30, 2004 and subsequent due
diligence. The Supervisory Board of Software AG agreed to the planned
deal on December 8, 2004.

The purchase price of seven million US Dollars will be paid in cash after closing. In
* Content Finder addition the former shareholders of Sabratec will receive a future revenue based
Print Page earn-out over the next three years up to a total amount of four million US

Dollars.

Recommend Page

Sabratec is the first example of Software AG’s announced acquisition strategy,
which is focused on product components to enhance core competencies and to
: ... position the company as a strategic partner to existing and new customers.
 [CountrySites: > Software AG will assume responsibility of 16 employees, mostly software
developers, who will continue to work in Tel Aviv.

[S{ecured Area: o]

Software AG’s primary interest is ApplinX, the main product developed by Sabratec.
This integration software expands Software AG’s legacy modernization product
portfolio. It enables the company to fully address the modernization and integration
requirements of legacy users. Most important is the opportunity to win new
customers in the large COBOL community.

Sabratec currently serves approximately 200 customers worldwide including the
USA, Europe, South America and Australia. Founded in 1997 in Israel, it has
distribution partners in 14 countries around the world and a subsidiary in New York.
The acquisition showed growing product revenue (circa 3 million US dollars) and
profit in 2004. The Board of Scftware AG expects to accelerate this trend and thus
the acquisition to be accretive in terms of revenue and net profit from the first
year.

Note: The German language version is legally binding.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 58 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20050107_ad... 25.07.2005
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Personnel: Software AG appoints Dr. Peter Kiirpick to the Board of
Directors

Darmstadt, Germany, 19.11.2004

Software AG has appointed Dr. Peter Kiirpick to the Board of Directors with
responsibility for the "XML Business Integration" division, to further
expand this strategic business unit. The appointment takes effect on April
1, 2005. As Chief Technology Officer Dr. Kiirpick will be responsible for
Software AG's integration business.

The full XML Business Integration business line will report directly to Dr. Kiirpick,
whose responsibilities will include R&D and product marketing.

As Senior Vice President of a major NetWeaver development division at SAP, the 38
year old is currently responsible for the development of SAP integration technology
. Content Finder . in six development centers across the world. Dr. Kiirpick has a deep understanding
Print Page i of the development of application and systems software. He also has extensive
| Recommend Page | experience in product marketing, the development of go-to-market strategies, in

| running customer projects, and the management of international business units.

i |Secured Area:

[Country Stes: Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact: or:
Software AG Software AG
Otmar Winzig Susanne Eyrich

VP Investor Relations VP Corporate Communications

Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com

Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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. Con
Ad hoc disclosure: forn
Software AG aligns R&D with Business Lines - CTO resigns  °°
ZDE
Darmstadt, 23.07.2004 Eert
Rea
Software AG CEO, Karl-Heinz Streibich, is focusing the company on two ﬁ{:,
strategic business lines. Product development for Enterprise Transaction plar

Systems (Adabas and Natural) and XML Integration (EntireX and Tamino)
will be individually managed and aligned with the respective business line. %Z%

Bav
In the first half of 2004, marketing and product management for both business mg
lines were established and given a global focus. At the same time, global R&D sect
resources were reorganized. The development centers and departments are as a ]
result, well prepared for future tasks. Two chief technology officers (CTO) will be Roc
N ST . N R Tecl
appointed to manage the individual R&D resources per business line and will Red
become members of an extended management board at Software AG. dev:
mai
Focusing R&D on the specific requirements of different market segments will reta
support the dynamic development of the product poertfolio, and allow for closer sen
cooperation with product management. In the emerging market of business ANF
integration solutions, where requirements and technical options tend to change The

fast, time to market is a key success factor. Software AG intends to outperform this  for,
market with innovative solutions and increased partner cooperation. This requires

different structures for the two business lines - the new organization will offer the F‘i
desired flexibility. CTSDI
In respect of the new R&D organization, Software AG CTO, Dr. Peter Mossack, ::”r:;

today resigned his position as board member and will leave the company at the end
of July. The CEQ will assume board responsibility for R&D.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue.

Contact:

Software AG

Otmar Winzig

VP Investor Relations
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com

or:
Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201

Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20040723 ad... 25.07.2005
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FRANKFURT-FLUGHAFEN

60549 FRANKFURT
Telefon : 069/695800-0

621/C003/0002627/28//60327-10.04/0 ,55EUR
40074 010
Arnd Zinnhardt und Frau

Claudia Frink-Zinnhardt
Im Herrnwald 8

65779 Kelkheim

ABRECHNUNG VOM 28.10. 2004

lhren Auftrag haben wir gemaB unseren Sonderbe-..
dingungen fir Wertpapiergeschafte wie nachstehend

ausgeftihrt.

Die Wertpapiere haben wir der Abrechnung entspre-
chend gebucht.

Wir bitten Sie, diese Abrechnung auf ihre Richtigkeit
und Volistandigkeit zu (berprifen und etwaige
Einwendungen unverziiglich zu erheben.

IHR ANSPRECHPARTNER:

Herr Seiler
Telefon: 069/13623831

Depotnummer: 4007412000 00

Wertpapierkauf
Geschaftsnummer 03 002804 bis 03 002805
004510028182 Rechnungsnummer 02006102803002804%

Geschdftstag : 28.10.2004 Borsenplatz XETRA

Wertpapier-Bezeichnung Wertpapierkennummer

Software AG 330400

Inhaber-Aktien o.N.

Ihre Order wurde wie folgt ausgefiihrt:

Geschéftsnr.' Nennwert Zum Kurs von Kurswert
03 002804 St. 870 EUR 23,55 EUR 20.488,50
03 002805 St. 191 EUR 23,55 ‘EUR 4.698,05

Zusammenfassung (ggfls. gerundet)

St. 1.061 EUR 23,55
Gesamtkurswert EUR 24.986,55
0,90000% Gesamtprovision EUR 224,88
EUR 1,50

Bérsenentgelt

Valuta

Verrechnung iiber Konto
01.11.2004

400 7412000 90 EUR

Verwahrungs-Art: GIROSAMMELDEPOT
GLOBALURKUNDE, KEIN STUECKEAUSDRUCK
Teilausfiihrung Ihrer Order

Denken Sie bitte daran,

Ihren aktuellen Sparkonto-Auszug abzuholen.

Zu lhren Lasten
EUR 25.212,93

Bringen Sie

bei Nachtrag am Schalter den letzten Auszug mit oder nutzen Sie die SparCard.

COMMERZBANK
Aktiengesellschaft

Diese Abrechnung wird von der Bank nicht unterschr

Die Leistung 1st gem3B §4 Nr.8 UStG umsatzsteuerfrei.

ieben

USt-Id-Nr.: DE 114 103 514
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NOTICE OF THE GENERAL SHAREHOLDERS’ MEETING OF
SOFTWARE AKTIENGESELLSCHAFT, DARMSTADT

Securities Identification Code (WKN) 330400 -
ISIN DE 0003304002 PR
Tooh T
We hereby invite our shareholders to attend the At L eid
R
General Shareholders’ Meeting ‘? wl
to be held on c\ >
Friday, May 13, 2005 at 10:00 am
in the Auditorium of Commerzbank AG, Grosse Gallusstr. 19,
in 60311 Frankfurt am Main, Germany
Agenda:
1. Submission of the approved annual financial statements of Software AG per

December 31, 2004, the management report, as well as the approved
consolidated financial statements per December 31, 2004 and the Group
management report and the report ¢f the Supervisory Board

The aforementioned documents are available for shareholder inspection at the offices
of Software AG located at Uhlandstrasse 12, 64297 Darmstadt, Germany. Any
shareholder may request copies of such documents, which will be sent out promptly
and at no charge.

2. Resolution on the use of non-appropriated balance sheet profits

The Executive Board and Supervisory Board recommend that from the EUR
62,955,028.39 in non-appropriated balance sheet profits, the Company distribute
EUR 20,450,064 by paying a dividend of EUR 0.75 per bearer share of the registered
share capital to the shareholders entitled {o a dividend and that it retain the remaining
EUR 42,504,964.39.

3. Resolution on ratifying the actions of the Executive Board members for fiscal
year 2004

The Executive Board and Supervisory Board recommend ratifying the actions taken
by the members of the Executive Board for fiscal year 2004, inciuding the actions
taken by the members who retired in 2004, Dr. Peter Mossack and Gary Voight.
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4, Resolution on ratifying the actions of the Supervisory Board members for fiscal
year 2004

The Executive Board and Supervisory Board recommend ratifying the actions taken
by members of the Supervisory Board for fiscal year 2004, including the actions taken
by the members who retired in 2004, Dr. Peter Lex and Karl-Heinz Hageni.

5. Appointment of the financial auditor for fiscal year 2005

The Supervisory Board recommends appointing the auditing firm of BDO Deutsche
Warentreuhand Aktiengesellschaft, Frankfurt am Main, Germany, to serve as the
financial auditor for fiscal year 2005.

6. Revocation of existing authority and approval of new authority to issue warrant
bonds and convertible bonds, including the simultaneous cancellation of
existing conditional capital account and the creation of new conditional capital
account and amendments to § 5 of the Company’s Articles of Association

The Executive Board and Supervisory Board recommend that the General
Shareholders’ Meeting revoke the existing authority to issue warrant bonds and
convertible bonds, but to grant new authority and to adjust the conditional capital in
accordance with such new authority.

The Executive Board and Supervisory Board recommend that the following
resolutions be adopted:

a) Revocation of existing authority

The authority to issue warrant bonds and convertible bonds, which was granted
pursuant to a resolution of the General Shareholders' Meeting on April 30, 2004,
is hereby revoked.

b) Authority to issue warrant bonds and convertible bonds and to exclude preemptive
rights

The Executive Board is authorized, subject to the consent of the Supervisory
Board, to issue on one or more occasions until May 12, 2010, bearer warrant
bonds and/or convertible bonds with a total face value of EUR 500,000,000 and a
term to maturity of no more than 15 (fifteen) years. The holders of warrant bonds
may be granted option rights on, and the holders of convertible bonds conversion
rights to, bearer shares of the Company having a pro rata amount in the
registered share capital totaling up to EUR 33,000,000. These rights will be
granted pursuant to the terms and conditions of the warrant bonds and
convertible bonds.

In addition to euros, warrant bonds and convertible bonds may be issued in the
legal currency of another OECL country (limited to the corresponding euro
equivalent). The securities may also be issued by wholly-owned direct or indirect
subsidiaries of Software AG. In this event, the Executive Board will be
authorized, subject to the consent of the Supervisory Board, to guarantee the
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warrant bonds and convertible bonds on behalf of such company and to grant the
holders of warrants and convertible bonds the options to purchase and rights to
convert these instruments into bearer shares of Software AG.

The statutory preemptive rights may be granted to shareholders by requiring that
the financial institution or syndicate of financial institutions, acquire the warrant
bonds and convertible bonds subject to the obligation to offer these instruments
to the shareholders. If the warrant bonds or convertible bonds are issued by a
wholly-owned direct or indirect subsidiary, then the company must ensure that
the statutory preemptive rights are preserved for Software AG shareholders,
unless the preemptive rights have been excluded in accordance with this
authority.

The Executive Board is authorized to eliminate from the shareholders’ pre-
emptive right any fractional amounts vielded from the subscription ratio and to
exclude the preemptive right to the extent necessary in order to grant to holders
of previously issued warrants or convertible bonds the level of preemptive rights,
to which they would be entitled as shareholders after the option or conversion
rights are exercised or the option and conversion duties are performed.

The Executive Board is also authorized, subject to the consent of the Supervisory
Board, to completely exclude the shareholders’ preemptive rights to purchase
warrant bonds and convertible bonds, if the Executive Board, after conducting a
duly careful review, concludes that the issue price of the warrant bonds or
convertible bonds is not significantly lower than the hypothetical market value
calculated according to recognized financial methods. This authority to exclude
the preemptive rights applies, however, only to warrant bonds and convertible
bonds with option or conversion rights or with option or conversion duties on
shares reflecting a pro rata amount of the registered share capital totaling up to
EUR 8,180,025 or — if this amount should be lower — 10% of the registered share
capital existing on the date that this authority is exercised (in each case, allowing
for any use of other authority to sell its own shares or to issue shares from its
authorized capital while excluding the preemptive rights pursuant to § 186
paragraph 3 sentence 4 of the German Stock Corporation Act).

In the event that warrant bonds are issued, each bond will include one or more
warrants, which will entitle the holder to purchase bearer shares of Software AG
pursuant to the terms and conditions of the warrant as stipulated by the
Executive Board. With respect to the euro-denominated warrant bonds issued by
Software AG, the warrant terms and conditions may provide that the warrant
price may also be paid by transferring bonds and, if necessary, by making an
additional cash payment. The pro rata amount of the registered share capital
allocated to the shares, which may be purchased when a given bond is
exercised, may not exceed the face value of the bond (if necessary plus any
additional cash payment). In the event fractional amounts of shares are yielded
when the securities are converted or exercised, the terms and conditions may
provide that upon an additional payment, any such fractional amounts can be
rounded up to a whole share in accordance with the warrant and bond terms and
conditions.

In the event that convertible bonds are issued, the holders will be granted the
right to convert their bonds into bearer shares of Software AG in accordance with
the bond terms and conditions stipulated by the Executive Board. The conversion
ratio is computed by dividing the face value or the issue price below the face
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value of the bond by the fixed conversion price for a single share of the Company
and may be rounded up or down to a whole number. Furthermore, an additional
cash payment and an amalgamation for the non-convertible fractional amounts
may be set. In accordance with the terms of authority granted hereunder, the
bond terms may stipulate with respect to the conversion price a variable
conversion ratio and link the conversion price to the performance of Software
AG’s share price during the term of the bond.

With respect to each delivery of the Company’s shares, the warrant and bond
terms may provide that existing shares can be delivered in lieu of new shares.

The stipulated option or conversion price for a share must equal at least 80% of
the non-weighted average closing price of Software AG shares as quoted in the
Xetra-trading system of the Frankfurt Stock Exchange or any comparable
successor system during a benchmark period of three to ten trading days prior to
the date on which the Executive Board adopted the resolution to issue the
warrant bonds or convertible bonds or — in the event a preemptive right is
granted, then at least 80% of the non-weighted closing price of Software AG
shares as quoted in the Xetra-trading system of the Frankfurt Stock Exchange or
any comparable successor system during the days in which the preemptive rights
to the option or conversion rights are traded on the Frankfurt Stock Exchange,
except of the last two trading days of the rights trading. Section 9 paragraph 1 of
the Stock Corporation Act will continue to apply.

Notwithstanding § 9 paragraph 1 of the Stock Corporation Act, the option or
conversion price may, based on an anti-dilution clause, be reduced under the
more specific terms relating to the option and conversion, where the Company,
during the option or conversion period, increases its share capital while granting
an exclusive preemptive right to its shareholders or increases its share capital
through a capital increase from its own treasury stock or issues or guarantees
additional warrant bonds or convertible bonds and the holders of existing warrant
bonds or convertible bonds are rot granted preemptive rights in the manner in
which he or she would have been entitled upon exercising the options or the
conversion rights. The reduction of the option or conversion price may be
effected through a cash payment when the option or conversion right is exercised
or when the option or conversion duties are discharged. The terms and
conditions of the warrant and convertible bonds may also provide for an
adjustment to the option or conversion rights or the option or conversion duties in
the event the Company’s capital is reduced or other extraordinary actions or
events arise (such as unusually high dividends, transfer of control to a third
party). A standard market adjustrnent to the option or conversion price may be
stipulated in the event a third party acquires control of the Company.

The option or conversion terms and conditions could provide the Company with
the right, in the event bonds are converted or warrants exercised, not to grant
any shares or only a limited number of shares, but rather to pay a sum of money
based on the number of shares, which would otherwise be delivered, valued
according to the non-weighted closing price of the Software AG shares as quoted
in the Xetra-frading system of the Frankfurt Stock Exchange or in a comparable
successor system during a benchmark period of three to ten trading days prior to
or after the notice of conversion or exercise or — instead of shares of the
Company — the shares of another listed company, in some cases requiring an
additional cash payment.
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The option or bond terms and conditions could also stipulate a duty to convert or
a duty to convert at the end of the2 term or at another point in time or provide the
Company with the right, upon maturity of the warrant bonds or convertible bonds,
to grant the bond creditors, either in whole or in part, shares of the Company or
of another publicly listed company in lieu of a payment of the monetary sum
owed. The Company will be deemed to have discharged its option exercise or
conversion duty within the meaning of this authorization, if it exercises any such
right to demand the delivery of its shares. In this case, the above rules
concerning the option and coriversion price shall govern, whereby as an
exception thereto, the option and bond terms and conditions in this case could
also provide that the option or conversion price for a share of the Company be at
least 80% of the non-weighted average closing price of the Software AG shares
as quoted in the Xetra-trading system of the Frankfurt Stock Exchange or in a
comparable successor system during a benchmark period of three to twenty
frading days prior to the day on which the option or conversion bonds mature.
Section 9 paragraph 1 of the Stock Corporation Act will continue to apply.

The Executive Board is authorized, subject to the Supervisory Board's consent,
to stipulate details regarding the issue and the features of the warrant bonds
and/or convertible bonds (inciuding interest rate, issue price, term and
denomination, anti-dilution clauses, and options and conversion periods),
together with the conversion and option price and the benchmark period within
the aforementioned parameters or to stipulate such items in agreement with the
governing bodies of Software AG’s subsidiaries that issue the warrant bonds or
the convertible bonds.

c) Conditional capital

The conditional capital account slipulated in § 5 paragraph 4 of the Company’s
Articles of Association will be cancelled and replaced with the following
arrangement.

The registered share capital will be increased conditionally up to EUR 33,000,000
through the issuance of up to 11,000,000 bearer shares, each representing a pro
rata amount of the registered share capital equal to EUR 3.

The conditional capital increase will permit the granting of options and the
agreement on duties under the option terms and conditions with the holders of
the warrants under the warrant bonds or conversion rights and duties under the
bond terms and conditions to be agreed with holders of the convertible bonds,
which are issued on or before May 12, 2010 by Software AG or by a direct or
indirect wholly-owned subsidiary of Software AG pursuant to the authority
granted under item b). The exercise by Software AG of its right to insist on the
delivery of its shares as a total or partial substitute for paying the monetary sums
due is to be deemed a discharge of its option and conversion duty. The new
shares will be issued at the option or conversion price to be set in accordance
with this authorization. The conditional capital increase will be carried out only to
the extent required when the holders of the warrants or convertible bonds
exercise their options or conversion rights or when the option or conversion
duties arise. The new shares will have profit participation rights beginning in the
fiscal year in which they are created. The Executive Board is authorized, with the
consent of the Supervisory Board, to stipulate any additional details concerning
the implementation of the conditional capital increase.

Page 5




f) SOftWARE AG

THE Xmi COMPANY

Translation from German into English: The German version is legally binding

The Supervisory Board is authorized to amend the language of Section 5,
paragraph 4 of the Articles of Association in accordance with the relevant issue of
subscription shares and to make any and all amendments to the Articles
connected therewith, provided they affect the language only. The same applies in
the event that the authority to issue warrant bonds or convertible bonds is not
exercised upon the expiration of the authorization period or in the event that the
conditional capital is not used following the expiration of the periods for exercising
the option or conversion rights or for discharging the conversion or option duties.

Section 5 paragraph 4 of the Articles of Association will be deleted and the
following new language inserted in paragraph 4:

“The registered share capital shall be conditionally increased by up fo an
additional nominal amount of EUR 33,000,000, divided into 11,000,000
bearer shares each having a notional amount of the registered share
capital of EUR 3. The conditional capital increase will be carried out only to
the extent that the holders of the warrants from the option bonds or of the
conversion rights from the convertible bonds, which are issued by Software
AG or a wholly-owned direct or indirect subsidiary of Software AG on the
basis of the authorization approved by the General Shareholders' Meeting
of May 13, 2005, exercise their option or conversion rights or satisfy an
option duty or a conversion duty (also in the event the Company exercises
its right of election). The new shares will have profit participation rights
beginning in the fiscal year in which they are created. The Executive Board
is authorized, subject to the consent of the Supervisory Board, to stipulate
additional details concerning the implementation of the conditional capital
increase.”

7. Authorization to acquire own shares

The Executive Board and Supervisory Board propose that the following resolution be
adopted:

a)

The Company is authorized to purchase on or before November 12, 2006
Company shares having a pro rata interest in the registered share capital
totaling up to EUR 8,180,025.

The Company shares may be purchased on the open stock market or through
public purchase offer directed to all shareholders of the Company.

If the shares are purchased on the open stock market, then the consideration
for the purchase of a share (not including the incidental purchasing costs) may
not exceed by more than 10% or fall short by more than 10% of the average
listed price of the Company's shares — non-weighted average closing price of
the Software AG shares as quoted in the Xetra trading system of the Frankfurt
Stock Exchange or in a comparable successor system — on the five trading
days prior to the purchase or the obligation to purchase the shares.

If the shares are purchased on the basis of a public purchase offer, then the
consideration for the purchase of a share (not including incidental purchasing
costs) may exceed by up to 20% or fall below by up to 20% of the average
listed price of the Company's shares — non-weighted average closing price of
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the Software AG shares as quoted in the Xetra trading system of the Frankfurt
Stock Exchange or in a comparable successor system — on the fifth to ninth
trading days prior to publication of the offer. The offer may stipulate a
preferential acceptance of a fewer number of shares of up to 100 units per
shareholder,

The Executive Board is authorized, subject to the Supervisory Board's
consent, to sell the acquired own shares in a manner other than via the stock
market or by offering them to all shareholders, if the shares are sold against
cash payments at a price that is not significantly below the listed stock market
price of Company shares, which have the same terms and features as of the
date of the sale. This authorization shall be limited to shares having a total pro
rata interest in the registered share capital not exceeding EUR 8,180,025.
This quantitative cap will be lowered by the pro rata interest in the registered
share capital attributable to those shares that are issued during the term of
this authorization in connection with a capital increase that excludes
shareholder preemptive rights under § 186 paragraph 3 sentence 4 of the
German Stock Corporation Act (Aktiengesetz or “AktG”). This quantitative cap
will also be lowered by the pro rafa interest in the registered share capital
attributable to those shares that are issued to cover the warrant bonds and
convertible bonds (containing option or conversion rights or conversion
duties), provided that the bonds are issued during the term of this
authorization and shareholder preemptive rights are excluded under § 186
paragraph 3 sentence 4 German Stock Corporation Act. The governing stock
market price within the meaning of this paragraph shall be the average listed
price of the Company shares — non-weighted average closing price of the
Software AG shares as quoted in the Xetra trading system of the Frankfurt
Stock Exchange or in a comparable successor system - on the last five
trading days prior to the sale.

The Executive Board is also authorized, subject to the Supervisory Board's
consent, to take the following actions in relation to the acquired own shares
while excluding the shareholders' preemptive rights:

(i) sell the shares to third parties, provided such sale takes place for
purposes of acquiring enterprises, parts of enterprises and/or interests
in enterprises; or

(i) offer the shares for purchase by the Executive Board members and
senior executives of the Company and affiliated companies as part of
the Company's Executive Board member and senior executive stock
option plan as approved by the General Shareholders’ Meeting
(Agenda Item 8.b) held on April 27, 2001;

(i) in compliance with the terms of the bonds, deliver the shares to the
holders of warrants or convertible bonds that were issued by the
Company or by a wholly-owned direct or indirect subsidiary of the
Company.

Furthermore, in the event of a sale of acquired own shares by way of an

offering to all shareholders, the Executive Board will be authorized, subject to
the Supervisory Board's consent, to grant the holders of the warrants and
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convertible bonds that were issued by the Company or a wholly-owned direct
or indirect subsidiary of the Company, a preemptive right on the shares
equivalent to that to which they would be entitled after exercising the option or
conversion right or satisfying the option or conversion duty.

Moreover, the Executive Board is authorized, subject to the Supervisory
Board's consent, to redeem the acquired own shares without any additional
resolution by the General Shareholders’ Meeting, in whole or in part, or in
increments.

This authorization to purchase or use the Company's own shares may be
exercised either in whole or in part (and in the latter case, more than once).
The Company's own shares may be purchased for one or more of the
aforementioned purposes.

h) The authorization to purchase the Company’s own shares, which currently exists

based on the shareholders’ resolution adopted April 30, 2004 (Agenda ltem 8:
Authority to purchase own shares) and which expires on October 29, 2005, is
revoked.

Darmstadt, March 2005

softwareag

Executive Board
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December 31, 2003, the management report, as well as the consolidated
financial statements per December 31, 2003 and the Group management report
and the report of the Supervisory Board

The aforementioned documents are available for shareholder inspection at the offices
of Software AG located at Uhlandstrasse 12, 64297 Darmstadt. Interested
shareholders may also request a free copy of our annual report, which contains the
consolidated financial statements, at the address mentioned above.

2. Remark to the disposition of profits

The proposal of the administration for the dispositions of profits has to be dropped
due to the lack of net earnings. The loss will be carried forward for new account.

2003

Resolution ratifying the actions of the Executive Board members for fiscal year

The Executive Board and Supervisory Board recommend ratifying the actions taken
by the members of the Executive Board for fiscal year 2003, including the actions
taken by the members who retired in 2003, Dr. Detlef Purschke and Karl Heinz
Achinger.

year 2003

Resolution ratifying the actions of the Supervisory Board members for fiscal

The Executive Board and Supervisory Board recommend ratifying the actions taken
by members of the Supervisory Board for fiscal year 2003.

5. New election to the Supervisory Board

The Supervisory Board is constituted pursuant to §§ 96, 101 of the German Stock
Corporation Act [Aktiengesetz] and § 76 of the German Labor-Management Relations

Page 1




f; SOftWARE AG

THE XML COMPANY

Act [Betriebsverfassungsgesetz 1952]. Pursuant to the Company's Articles of
Association, the Board is composed of six members. Four of these members shall be
elected by the shareholders, who are not bound the nominations made.

The term of office for Dr. Peter Lex, who has been a member of the Supervisory
Board since January 1, 1999, will end upon conclusion of this General Shareholders’
Mesting.

The Supervisory Board recommends to elect

Dr. Ing. Andreas Bereczky, Director of Production,
place of residence 52249 Eschweiler.

Dr. Bereczky does not hold other supervisory board positions.
Appointment of the financial auditor for fiscal year 2004

The Supervisory Board recommends appointing the auditing firm of BDO Deutsche
Warentreuhand Aktiengesellschaft, Frankfurt am Main, to serve as the financial
auditor for fiscal year 2004.

Revocation of existing authority and approval of new authority to issue warrant
bonds and convertible bonds, including the simultaneous cancellation of
existing conditional capital account and the creation of new conditional capital
account and amendments to § 5 of the Company’s Articles of Association

The Executive Board and Supervisory Board recommend that the General
Shareholders’ Meeting revoke the existing authority to issue warrant bonds and
convertible bonds, but to grant new authority and to adjust the conditional capital in
accordance with such new authority.

The Executive Board and Supervisory Board recommend that the following
resolutions be adopted:

a) Revocation of existing authority

The authority to issue warrant bonds and convertible bonds, which was granted
pursuant to a resolution of the General Shareholders' Meeting on April 27, 2001,
is hereby revoked.

b) Authority to issue warrant bonds and convertible bonds and to exclude preemptive
rights

The Executive Board is authorized, subject to the consent of the Supervisory
Board, to issue on one or more occasions until April 29, 2009, bearer warrant
bonds and/or convertible bonds with a total face value of EUR 500,000,000 and a
term to maturity of no more than 15 (fifteen) years. The holders of warrant bonds
may be granted option rights on, and the holders of convertible bonds conversion
rights to, bearer shares of the Company having a pro rata amount in the
registered share capital totaling up to EUR 36,000,000. These rights will be
granted pursuant to the terms and conditions of the warrant bonds and
convertible bonds.
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In addition to euros, warrant bonds and convertible bonds may be issued in the
legal currency of another OECD country (limited to the corresponding euro
equivalent). The securities may also be issued by wholly-owned direct or indirect
subsidiaries of Software AG. In this event, the Executive Board will be
authorized, subject to the consent of the Supervisory Board, to guarantee the
warrant bonds and convertible bonds on behalf of such company and to grant the
holders of warrants and convertible bonds the options to purchase and rights to
convert these instruments into bearer shares of Software AG.

The statutory preemptive rights may be granted to shareholders by requiring that
the financial institution or syndicate of financial institutions, acquire the warrant
bonds and convertible bonds subject to the obligation to offer these instruments
to the shareholders. If the warrant bonds or convertible bonds are issued by a
wholly-owned direct or indirect subsidiary, then the company must ensure that
the statutory preemptive rights are preserved for Software AG shareholders,
unless the preemptive rights have been excluded in accordance with this
authority.

The Executive Board is authorized to eliminate from the shareholders’ pre-
emptive right any fractional amounts yielded from the subscription ratio and to
exclude the preemptive right to the extent necessary in order to grant to holders
of previously issued warrants or ¢onvertible bonds the level of preemptive rights,
to which they would be entitled as shareholders after the option or conversion
rights are exercised or the option and conversion duties are performed.

The Executive Board is also authorized, subject to the consent of the Supervisory
Board, to completely exclude the shareholders’ preemptive rights to purchase
warrant bonds and convertible bonds, if the Executive Board, after conducting a
duly careful review, concludes that the issue price of the warrant bonds or
convertible bonds is not significantly lower than the hypothetical market value
calculated according to recognized financial methods. This authority to exclude
the preemptive rights applies, however, only to warrant bonds and convertible
bonds with option or conversion rights or with option or conversion duties on
shares reflecting a pro rata amount of the registered share capital totaling up to
EUR 8,180,025 or — if this amount should be lower — 10% of the registered share
capital existing on the date that this authority is exercised (in each case, allowing
for any use of other authority to sell its own shares or to issue shares from its
authorized capital while excluding the preemptive rights pursuant to § 186
paragraph 3 sentence 4 of the German Stock Corporation Act).

In the event that warrant bonds are issued, each bond will include one or more
warrants, which will entitle the holder to purchase bearer shares of Software AG
pursuant to the terms and conditions of the warrant as stipulated by the
Executive Board. With respect to the euro-denominated warrant bonds issued by
Software AG, the warrant terms and conditions may provide that the warrant
price may also be paid by transferring bonds and, if necessary, by making an
additional cash payment. The pro rata amount of the registered share capital
allocated to the shares, which may be purchased when a given bond is
exercised, may not exceed the face value of the bond (if necessary plus any
additional cash payment). In the event fractional amounts of shares are yielded
when the securities are converted or exercised, the terms and conditions may
provide that upon an additional payment, any such fractional amounts can be
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rounded up to a whole share in accordance with the warrant and bond terms and
conditions.

In the event that convertible bonds are issued, the holders will be granted the
right to convert their bonds intc bearer shares of Software AG in accordance with
the bond terms and conditions stipulated by the Executive Board. The conversion
ratio is computed by dividing the face value or the issue price below the face
value of the bond by the fixed conversion price for a single share of the Company
and may be rounded up or down to a whole number. Furthermore, an additional
cash payment and an amalgamation for the non-convertible fractional amounts
may be set. In accordance with the terms of authority granted hereunder, the
bond terms may stipulate with respect to the conversion price a variable
conversion ratio and link the conversion price to the performance of Software
AG’s share price during the term of the bond.

With respect to each delivery of the Company’s shares, the warrant and bond
terms may provide that existing shares can be delivered in lieu of new shares.

The stipulated option or conversion price for a share must equal at least 80% of
the non-weighted average closing price of Software AG shares as quoted in the
Xetra-trading segment of the Frankfurt Stock Exchange or any comparable
successor system during a benchmark period of three to ten trading days prior to
the date on which Executive Board adopted the resolution to issue the warrant
bonds or convertible bonds or — in the event a preemptive right is granted, then at
least 80% of the non-weighted closing price of Software AG shares as quoted in
the Xetra-trading segment of the Frankfurt Stock Exchange or any comparable
successor system during the days in which the preemptive rights to the option or
conversion rights are traded on the Frankfurt Stock Exchange, except of the last
two trading days of the rights frading. Section 9 paragraph 1 of the Stock
Corporation Act will continue to apply.

Notwithstanding § 9 paragraph 1 of the Stock Corporation Act, the option or
conversion price may, based on an anti-dilution clause, be reduced under the
more specific terms relating to the option and conversion, where the Company,
during the option or conversion period, increases its share capital while granting
an exclusive preemptive right to its shareholders or increases its share capital
through a capital increase from its own treasury stock or issues or guarantees
additional warrant bonds or convertible bonds and the holders of existing warrant
bonds or convertible bonds are not granted preemptive rights in the manner in
which he or she would have been entitled upon exercising the options or the
conversion rights. The reduction of the option or conversion price may be
effected through a cash payment when the option or conversion right is exercised
or when the option or conversion duties are discharged. The terms and
conditions of the warrant and converiible bonds may also provide for an
adjustment to the option or conversion rights or the option or conversion duties in
the event the Company's capital is reduced or other extraordinary actions or
events arise (such as unusually high dividends, transfer of control to a third
party). A standard market adjustment to the option or conversion price may be
stipulated in the event a third party acquires control of the Company.

The option or conversion terms and conditions could provide the Company with
the right, in the event bonds are converted or warrants exercised, not to grant
any shares or only a limited number of shares, but rather to pay a sum of money
based on the number of shares, which would otherwise be delivered, valued
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according to the non-weighted closing price of the Software AG shares as quoted
in the Xetra-trading segment of the Frankfurt Stock Exchange or in a comparable
successor system during a benchmark period of three to ten trading days prior to
or after the notice of conversion or exercise or — instead of shares of the
Company - the shares of another listed company, in some cases requiring an
additional cash payment.

The option or bond terms and conditions could also stipulate a duty to convert or
a duty to convert at the end of the term or at another point in time or provide the
Company with the right, upon maturity of the warrant bonds or convertible bonds,
to grant the bond creditors, either in whole or in part, shares of the Company or
of another publicly listed company in lieu of a payment of the monetary sum
owed. The Company will be deemed to have discharged its option exercise or
conversion duty within the meaning of this authorization, if it exercises any such
right to demand the delivery of its shares. in this case, the above rules
concerning the option and corversion price shall govern, whereby as an
exception thereto, the option anc bond terms and conditions in this case could
also provide that the option or conversion price for a share of the Company be at
least 80% of the non-weighted average closing price of the Software AG shares
as quoted in the Xetra-trading segment of the Frankfurt Stock Exchange or in a
comparable successor system during a benchmark period of three to twenty
trading days prior to the day on which the option or conversion bonds mature.
Section 9 paragraph 1 of the Stock Corporation Act will continue to apply.

The Executive Board is authorized, subject to the Supervisory Board’s consent,
to stipulate details regarding the issue and the features of the warrant bonds
and/or convertible bonds (including interest rate, issue price, term and
denomination, anti-dilution clauses, and options and conversion periods),
together with the conversion and option price and the benchmark period within
the aforementioned parameters or to stipulate such items in agreement with the
governing bodies of Software AG'’s subsidiaries that issue the warrant bonds or
the convertible bonds.

¢) Conditional capital

The conditional capital account stipulated in § 5 paragraph 4 of the Company’s
Articles of Association will be cancelled and replaced with the following
arrangement.

The registered share capital will be: increased conditionally up to EUR 36,000,000
through the issuance of up to 12,000,000 bearer shares, each representing a pro
rata amount of the registered share capital equal to EUR 3.

The conditional capital increase will permit options to be granted and option
duties under the option terms and conditions to be agreed with the holders of the
warrants under the warrant bonds or conversion rights and duties under the bond
terms and conditions to be agreed with holders of the convertible bonds, which
are issued on or before April 29, 2009 by Software AG or by a direct or indirect
wholly-owned subsidiary of Software AG pursuant to the authority granted under
item b). The exercise by Software AG of its right to insist on the delivery of its
shares as a total or partial substitute for paying the monetary sums due is to be
deemed a discharge of its option and conversion duty. The new shares will be
issued at the option or conversion price to be set in accordance with this
authorization. The conditional capital increase will be carried out oniy to the
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extent required when the holders of the warrants or convertible bonds exercise
their options or conversion rights or when the option or conversion duties arise.
The new shares will have dividend rights beginning in the fiscal year in which
they are created. The Executive Board is authorized, with the consent of the
Supervisory Board, to stipulate any additional details concerning the execution of
the conditional capital increase.

The Supervisory Board is authorized to amend the language of Section 5,
paragraph 4 of the Articles of Association in accordance with the relevant issue of
subscription shares and to make any and all amendments to the Articles
connected therewith, provided they affect the language only. The same applies in
the event that the authority to issue warrant bonds or convertible bonds is not
exercised upon the expiration of the authorization period or in the event that the
conditional capital is not used following the expiration of the periods for exercising
the option or conversion rights or for discharging the conversion or option duties.

d) Section 5 paragraph 4 of the Articles of Association will be deleted and the
following new language inserted in paragraph (4):

“The registered share capital shall be conditionally increased by up to an
additional nominal amount of EUR 36,000,000, divided into 12,000,000
bearer shares each having a notional amount of the registered share
capital of EUR 3. The conditional capital increase will be carried out only to
the extent that the holders of the warrants from the option bonds or of the
conversion rights from the convertible bonds, which are issued by Software
AG or a wholly-owned direct or indirect subsidiary of Software AG on the
basis of the authorization approved by the General Shareholders' Meeting
of April 30, 2004, exercise their option or conversion rights or safisfy an
option duty or a conversion duty (also in the event the Company exercises
its right of election). The new shares will have dividend rights beginning in
the fiscal year in which they are created. The Executive Board is
authorized, subject fo the consent of the Supervisory Board, to stipulate
additional details concerning the execution of the conditional capital
increase.”

Executive Board Report to the General Shareholders' Meeting pursuant to
§§ 221 paragraph 4 sentence 2, 186 paragraph 4 sentence 2 of the Stock
Corporation Act relating to agenda item 7

The proposed authority o issue warrant bonds and/or convertible bonds with an
aggregate face value of up EUR 500,000,000 and to create the related conditional
capital account of up to EUR 36,000,000 should enhance Software AG’s opportunities
(explained in greater detail below) for financing their business activities and enable
the Executive Board, with the consent of the Supervisory Board, to make flexible and
timely financing decisions in the best interests of the Company, particularly in the
event of favorable capital market conditions.

As a general rule, shareholders have at law a preemptive right to purchase the
warrant bonds and convertible bonds (§ 221 paragraph 4 in connection with § 186
paragraph 1 Stock Corporation Act). In order to facilitate the process, the Company
will have an opportunity to issue the options and convertible bonds to a financial
institution or a syndicate of financial institutions, which would be obligated to offer the
shareholders the right to purchase the bonds in accordance with their preemptive
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rights (indirect preemptive right within the meaning of § 186 paragraph 5 Stock
Corporation Act). The exclusion of the preemptive right with respect to fractional
amounts will enable the Company to use whole numbers under the proposed
authorization. This will simplify the handling of the shareholders’ preemptive rights.
The exclusion of the preemptive right for the benefit of the holders of previously
issued conversion and option rights has the advantage that the conversion or option
price for the previously issued conversion or option right does not need to be
reduced, thereby generating higher positive cash flow. The Company has currently
not issued any conversion or option rights, but it is conceivable that the Company will
make use of its authority on several successive occasions during the term of these
instruments. Both cases of a preemptive rights exclusion are in the interests of the
Company and its shareholders.

The issue price for the new shares must be at least 80% of the Stock Exchange price
as calculated close to the time the warrant bonds and convertible bonds were issued.
In the event of an option or conversion duty (including the delivery of shares once the
Company has exercised its relevant right of election), a different benchmark period
may be selected, which is linked to the maturity date of the bond. By virtue of an
opportunity to charge a premium (which could increase after the term of the warrant
bonds or convertible bonds expires), the situation is created whereby the terms of the
convertible bonds and the warrant bonds can take into account the relevant
conditions on the capital markets at the time of their issue.

The Executive Board is further authorized, subject to the consent of the Supervisory
Board, to completely exclude the shareholders’ preemptive rights, if the warrant or
convertible bonds are issued at a price that is not significantly below the market value
of such bonds. This provides the Company with an opportunity to quickly exploit on
short notice favorable market conditions, and by setting the terms according to the
market demand, obtain better terms on interest rates, the option or conversion price
and the issue price of the warrant bonds and convertible bonds.

The setting of terms based on market conditions and a smooth placement would be
impossible, if preemptive rights were retained. Section 186 paragraph 2 of the Stock
Corporation Act does permit the subscription price to be published (thereby
establishing the terms for such convertible or warrant bonds) on or before the third to
last day of the subscription period. However, given frequent volatility withessed on the
stock markets, there is nevertheless a market risk for several days, which leads to
uncertainty discounts factored into the bonds terms, thereby making them less related
to actual market conditions. Where a preemptive right exists, a successful placement
with third parties is put at risk and additional expenses are triggered because of the
uncertainty surrounding the exercise of the preemptive rights (subscriber conduct). In
the end, if a preemptive right is granted, the Company will be unable to rapidly react
to changes in the market because of the length of the subscription period, but is
instead exposed to declining share prices during the subscription period, which could
produce poor equity capital procurement prospects for the Company.

In accordance with § 221 paragraph 4 sentence 2 of the Stock Corporation Act, the
rule of § 186 paragraph 3 sentence 4 of the Stock Corporation Act shall apply mutatis
mutandis in the event that the preemptive right is completely excluded. The
resolutions must adhere to the limits on the pre-emptive rights exclusion, which
equals 10% of the registered share capital. Section 186 paragraph 3 sentence 4 of
the Stock Corporation Act also provides that the issue price may not be significantly
lower than the stock market price. This rule is intended to ensure that the value of the
share is not significantly diluted. Whether or not such a dilution effect will occur when
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convertible bonds or warrant bonds are issued in the absence of preemptive rights
can be computed by calculating the hypothetical stock market price of the warrant or
convertible bonds using recognized financial methods and then comparing that figure
with the issue price.

If, after a duly careful review, this issue price is only slightly lower than the
hypothetical stock market price at the time that the convertible or warrant bonds are
issued, then in accordance with the purpose and meaning of the rule set forth in §
186 paragraph 3 sentence 4 Stock Corporation Act, given the only slight discount the
preemptive rights exclusion will be permitted. Consequently, the resolution provides
that prior to the issue of the convertible bonds or option bonds, the Executive Board
must, after conducting a duly careful review, reach the conclusion that the stipulated
issue price will not lead to any appreciable dilution of the share value. Accordingly,
since the notional market value of the preemptive right would drop to almost zero, the
shareholders would not incur any significant economic detriment as a result of the
pre-emptive rights exclusion. If the Executive Board deems it reasonable in any given
situation to seek professional advice, it may do so by relying on the support of
experts. Thus, the underwriting banks involved in the offering could provide suitable
assurances to the Executive Board that no appreciable dilution of the value of the
shares is expected. This fact may also be confirmed by an independent investment
bank or an independent expert.

Irrespective of such a review by the Executive Board, where a book-building
procedure is conducted, it will guarantee that the terms will be set based on market
conditions and no appreciable ditution will occur. Under this procedure, the warrant
bonds and convertible bonds are indeed offered at a fixed issue price, but the
individual terms and conditions of the warrant bonds or convertible bonds (e.g.,
interest rate and conversion and option price) will be set on the basis of the purchase
solicitations made by investors, so that the total value of the bonds can be
established according to market. This procedure ensures that the shares will not
suffer an appreciable dilution in value as a result of the preemptive rights exclusion.

Furthermore, the shareholders have an opportunity to maintain their pro rata interests
in the registered share capital of the Company, even foliowing the exercise of the
conversion and option rights, by purchasing shares on the open stock market at any
time. On the other hand, the authorization to exclude the preemptive rights allows the
Company to set terms according to market conditions, to ensure the highest possible
certainty in placing securities with third parties and to exploit favorable market
conditions when they arise.

The Executive Board's report to be provided to the General Shareholders' Meeting
pursuant to §§ 221 paragraph 4 sentence 2, 186 paragraph 4 sentence 2 of the
German Stock Corporation Act, which is reproduced in full above, shall be made
available for inspection in the Company's offices from the date on which the General
Shareholder's Meeting is called and at the General Shareholders' Meeting itself. A
copy of the report shall be provided to each shareholder upon request.
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Authorization to Acquire Own Shares

The Executive Board and Supervisory Board propose that the following resolution be
adopted:

a)

b)

d)

The Company is authorized to acquire Company shares having a pro rata
interest in the registered share capital totaling up to EUR 8,180,025 until
October 29, 2005.

The consideration for acquisition of a share (not including ancillary acquisition
costs) may not exceed or fall short by more than 10% of the average listed
price of the Company's shares — non-weighted average closing price of the
Software AG shares as quoted in the Xetra-trading segment of the Frankfurt
Stock Exchange or in a comparable successor system — on the five trading
days prior to acquisition or the obligation to acquire the shares. Should the
acquisition transpire on the basis of a public offering, the consideration for
acquisition of a share (not including ancillary acquisition costs) may exceed
the average listed price of the Company's shares — non-weighted average
closing price of the Software AG shares as quoted in the Xetra-trading
segment of the Frankfurt Stock Exchange or in a comparable successor
system — on the [fifth to ninth] trading days prior to publication of the offering
by up to 20% or fall short of such price by up to 10%.

The Executive Board is authorized, subject to the Supervisory Board's
consent, to sell the acquired own shares in another manner than via the Stock
Exchange or by way of an offering to all shareholders if the shares are sold
against cash payments at a price that is not significantly below the listed price
of Company shares with the same terms as at the date of the sale. This
authorization shall be limited (crediting any use of other authorizations to issue
shares from authorized capital or to issue warrant bonds/convertible bonds
while excluding preemptive rights pursuant to § 186 paragraph 3 sentence 4 of
the German Stock Corporation Act) to shares having a total pro rata interest in
the registered share capital not exceeding EUR 8,180,025. The governing
listed price within the meaning of the foregoing provision shall be the average
listed price of the Company shares - non-weighted average closing price of
the Software AG shares as quoted in the Xetra-trading segment of the
Frankfurt Stock Exchange or in a comparable successor system — on the last
five trading days prior to the sale.

The Executive Board is also authorized, subject to the Supervisory Board's
consent, to perform the following actions in relation to the acquired own
shares while excluding the shareholders' preemptive rights:

(i) sell them to third parties, provided such sale takes place for purposes
of acquiring enterprises, parts of enterprises and/or interest in
enterprises; or

(i) offer them for acquisition by the Executive Board and executives of the
Company and affiliated companies as part of the Company's executive
stock option plan (resolution under Item 8.b) adopted by the General
Shareholders' Meeting held on April 27, 2001);
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iii) in compliance with the terms of the bonds, deliver them to the holders
of warrant bonds or convertible bonds that were issued by the
Company pursuant to the authorization granted pursuant to agenda
item 7.

e) In addition, in the event of a sale of acquired own shares by way of an offering
to all shareholders the Executive Board is authorized, subject to the
Supervisory Board's consent, to grant the holders of the warrant bonds and
convertible bonds issued by the Company or a wholly-owned direct or indirect
subsidiary of the Company a preemptive right equivalent to that to which they
would be entitled following exercise of the option or conversion right or
satisfaction of the option or conversion duty.

f) Moreover, the Executive Board is authorized, subject to the Supervisory
Board's consent, to redeem the acquired own shares without any additional
resolution by the General Shareholders’ Meeting, in whole or in part, or in
increments.

a) This authorization may be exercised in a given case in whole or in part. Own
shares may be acquired for one or more of the aforementioned purposes.

Report by the Executive Board Pursuant to § 71 paragraph 1 No. 8 sentence 5
in conjunction with § 186 paragraph 3 sentence 4 and paragraph 4 sentence 2
of the German Stock Corporation Act in relation to Agenda item 8

By virtue of the proposed authorization, the Company will be placed in a position to
acquire until October 29, 2005 own shares up to an amount equivalent to 10% of the
registered share capital as at the date of the General Shareholders' Meeting in order
to realize in the interest of the Company and its shareholders the benefits associated
with the acquisition of own shares. By taking this step, the Company is availing itself
of § 71 paragraph 1 No. 8 of the Gerrnan Stock Corporation Act and is replacing the
authorization that expired on October 29, 2003 and that was granted by the General
Shareholders' Meeting in 2002.

Own shares acquired will be sold via the Stock Exchange or in another appropriate
manner while ensuring non-discrimination against shareholders, in particular, by
making an offering to all shareholders to acquire shares. This procedure may be
deviated from in the following cases:

In paragraph c), the proposed authorization first provides that the Executive Board, in
application of § 186 paragraph 3 sentence 4 of the German Stock Corporation Act,
may sell the acquired own shares in a manner other than via the Stock Exchange or
by way of an offering to all shareholders if the own shares are sold against a cash
payment and at a price that is not significantly below the governing listed price. This
authorization may be used only up to an amount equivalent to 10% of the registered
share capital, including use of any other authorizations to issue shares or warrant
bonds/convertible bonds excluding preemptive rights pursuant to § 186 paragraph 3
sentence 4 of the German Stock Corporation Act. In compliance with § 186
paragraph 3 sentence 4 of the German Stock Corporation Act, the shareholders'
interest in protection against dilution of the shares’ value is taken into account.
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Moreover, as a result of the fact that the placement price of the new shares is close
to the listed price, each shareholder is given the possibility of acquiring the shares
necessary to maintain his share ratio at virtually the same market conditions.

Pursuant to paragraph d) (i), the intent is to also authorize the Executive Board ,
subject to the Supervisory Board's consent, to sell the acquired own shares to third
parties, excluding the shareholders' preemptive rights, provided this takes place for
purposes of the acquisition of enterprises, parts of enterprises and/or interests in
enterprises. This includes mergers with other enterprises, provided the merger takes
place by way of the issue of new shares against contributions in kind for purposes of
the acquisition of enterprises, parts of enterprises or interests in enterprises. The
Executive Board should thus be put in a position to use Company shares as
consideration in appropriate individual cases under such circumstances.

Thus, in addition to the existing possibility of utilizing the authorized capital, the
Company should be given the possibility of reacting quickly and successfully to
advantageous offers or to opportunities that present themselves to acquire
enterprises, parts of enterprises or interests in enterprises. The Company does
business in the market for the development of system software, which is
characterized principally by US competition. On the US market, the acquisition of
enterprises or interests is frequently not settied in cash, but rather by way of a share
swap. In Germany as well, this has since become an established form of transaction.

The option of reselling shares that have been bought back, which is the objective of
the authorization, seeks to take advantage of these possibilities. In competing with
other companies in the same industry, which also have the option of using shares as
their "acquisition currency”, this serves to maintain and increase the competitiveness
and expansion of the Company's own portfolio. In addition, compared to the provision
of cash, the possibility of furnishing shares for the acquisition of enterprises or
interests in enterprises can turn out to be the most beneficial form of financing for the
Company. This is because it protects liquidity, and is thus also in the shareholders'
interests.

The Company also has authorized capital for the acquisition of enterprises, parts of
enterprises or interests (§ 5 paragraph 5 of the Articles). A decision concerning the
nature of the share acquisition is made by the Executive Board with the Supervisory
Board's consent. In this respect, the Executive Board and the Supervisory Board are
guided solely by the shareholders' inferests; the Executive Board will report to the
General Shareholders' Meeting in each case.

Moreover, in paragraph d) (ii) of the authorization, the Company is supposed to be
given the possibility of using own shares to service the preemptive rights as part of
the Company's stock option plan. Section 71 paragraph 1 No. 8 of the German Stock
Corporation Act refers to this extent to the requirement pursuant to § 193 paragraph 2
No. 4 of the German Stock Corporation Act. The existing executive stock option plan
(resolution on agenda item 8.b of the General Shareholders' Meeting held on April
27, 2001) complies with these requirements. Thus, in addition to the possibility of
delivering shares from conditional capital created at the General Sharehoiders'
Meeting held on April 27, 2001, the Company's own shares may alternatively also be
used for purposes of servicing such stock option plan.

Finally, in paragraph d) (iii) of the authorization, the Company is supposed o be

given the possibility of using own shares to service the preemptive rights of the
holders of warrant or convertible boncs that are issued based on the authorization
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proposed in Agenda ltem 7. Thus, instead of providing shares from conditional
capital, the Company's own shares may alternatively also be used to service the
preemptive rights under these bonds. The authorization covers all cases in which
Company shares are to be provided pursuant to the option or bond conditions, i.e., in
addition to the exercise of option or conversion rights, provision in fulfillment of option
or conversion obligations or at the Company's election. In this event, the delivery of
own shares avoids the dilution of shareholders that would occur in the event of
delivery from conditional capital, and is therefore also in the shareholders' interests.
The decision concerning the delivery of own shares or use of the conditional capital is
made by the Executive Board and the Supervisory Board, taking into account solely
the interests of the Company and the shareholders at the relevant time. The
Executive Board will report to the General Shareholders' Meeting in each case.

Should the own shares be sold by way of a public offering to all shareholders,
paragraph e) of the authorization is also supposed to create the possibility of taking
the holders of option and conversion rights into account as if the rights had already
been exercised. The exclusion of the preemptive rights held by holders of option or
conversion rights that have already been exercised has the benefit that any
necessary reduction of the option or conversion price for the option or conversion
rights already issued is not required, thus overall facilitating a higher positive cash
flow.

The Executive Board's report to be provided to the General Shareholders' Meeting
pursuant to § 71 paragraph 1 No. 8 sentence 5 in conjunction with § 186 paragraph 3
sentence 4 and paragraph 4 sentence 2 of the German Stock Corporation Act, which
is reproduced in full above, shall be made available for inspection in the Company's
offices from the date on which the General Shareholder's Meeting is called and at the
General Shareholders' Meeting itself. A copy of the report shall be provided o each
shareholder upon request.

Darmstadt, March 2004

softwareag

Executive Board
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Dividendenbekanntmachung

Die ordentliche Hauptversammiung unserer Geseltschaft vom 13. Mai 2005 hat beschiossen, for
das Geschéftsjahr 2004 eine Dividence von 0,75 Euro je dividendenberechtigter Stckaktie aus-
Zuschiitten, Die Auszahiung der Dividende erfaigt nach Abzug von 20% Kapitalertragsteuer und
5,5% Solidaritatszuschiag auf die Kapilalertragsteuer (insgesamt 21,10%) ab dem 17. Mai 2005
tber die Clearstream Banking AG durch die depotfiihrenden Kreditinstitute. Zahistelle ist die
Commerzbank AG mit sémttichen Niederassungen.

Der Aktiondr erhalt van der depotfiihrenden Bank eine Steuerbescheinigung tiber die einbehaite-
ne Kapitslertragsteuer und den einbehaitenen Solidartatszuschlag.

Das £SiG siehtim § 44b-c die Erstathung der einbehaitenen Steuem {Kapitalertragsteuer und
Solidaritiatszuschiag) vor. Die Erstattung erfolgt durch das Bundesamt fir Finanzen.
Voraussetzung fiir die Erstattung ist, (ass neben dem Antrag ein Freistellungsauftrag cder eine
Nichtveraniagungs-Bescheinigung sowie die Originalsteuerbescheinigung eingereicht werden.
Die Erstattung kann bis zum 31, Dezember des Jahres, das dem Kaienderjahr iclgt, in dem die
Einnanmen zugefossen sind, beantragt werden. .

Ein Kreditinstitut kann als Vertreter fiir den Anteger den Antrag auf Erstattung der Kapitaiertrag-
steuer und des Solidarititszuschlags stellen. Das Kreditinstitut zanit In diesen Fallen regelma-
ig den Brutiobetrag der Dividenden an den Anieger aus und beantragt anschiielend beim
Bundesamt fir Finanzen die Erstattung der Betrage.

Uarmstagt, im Mai 2008

software ag
DerVorstand
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Software AG, Postfach 13 02 51, D-64242 Darmstadt

Bundesanstalt fir Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management

Frau Kaszner
Lurgiallee 12

60439 Frankfurt

, Darmstadt, 22. Juli 2005

Veroffentlichung geman § 25 Abs. 1 WpHG

Sehr geehrte Frau Kaszner,

beigefligt erhatten Sie einen Beleg Uber die nach § 25 Abs. 1 WpHG notwendige
Vergffentlichung bei Veranderungen der Stimmrechtsanteile.

Fir Rickfragen stehe ich lhnen gerne zur Verfligung.

Mit freundlichen Grifen .

(\z
i.A.\_/é Ve

Sabine Unterk@fler
Assistant lnves’tor Relations

v

Anlage

Software AG
Uhlandstrale 12, D-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-1191, www.softwareag.com

Yorsiand: Karl-Heinz Streibich (Vorsitzender), Christian Barrios Marchant, Mark Edwards, Dr. Peter Kiirpick, Andreas Zeitler, Arnd Zinnhardt

Aufsichtsratsvorsitzender: Frank F. Beelitz
Amtsgericht Darmstadt HRB 1562; USt-ID: DE 117 660 314; Steuernummer 007 225 73906; Bayerische Hypo- und Vereinsbank AG, Darmstadt,

BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BLZ 508 400 0S, Konto-Nr. 1 475 896; Landeshank Hessen-Thiiringen,
Darmstadt, BLZ 508 500 49, Konto-Nr. 5 000 304 005



Borsen-Zeitung, 22. Juli 2005

f; SOftWARE AG

THE XML COMPANY

C

Darmstadt
- |SIN DEC0OQ3304002 -

Veroffentlichung geman § 25 Abs. 1 WpHG

Die Classic Fund Management Aktiengesellschaft, Ratikon-
strafle 33, 9490 Vaduz, Lichtenstein, hat uns nach § 21 Abs. 1
WpHG mitgeteilt, dass ihr Stimmrechtsanteil an unserer Gesell-
schaft am 18. Juli 2005 die Schwelle von 5 Prozent unterschritten
hat und nun 4,892 Prozent betragt (das entspricht 1.338.815
Stimmrechien).

Darmstadt, im Juli 2005 ' Software AG
Der Vorstand
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Software AG, Postfach 13 02 51, D-64242 Darmstadt

Bundesanstalt fur Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management

Frau Kaszner

Lurgiallee 12

60439 Frankfurt

Darmstadt, 25. Februar 2005

Veréffentlichung geman § 25 Abs. 1 WpHG

Sehr geehrte Frau Kaszner,

beigefigt erhalten Sie einen Beleg Uber die nach § 25 Abs. 1 WpHG notwendlge
Veroffentlichung bei Veranderungen der Stimmrechtsanteile.

ﬁ.v..FUr Rickfragen stehe ich lhnen gerne zur Verfligung.

| Mit freundlichen GriiRen

S A N A j
i A, M [ /%& Ic

Helmut Achatz
Manager Investor Relations

Anlage

Software AG
UhiandstraBe 12, D-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-1191, www.softwareag.com

Vorstand: Karl-Heinz Streibich (Vorsitzender), Christian Barrios Marchant, Mark Edwards, Andreas Zeitler, Arnd Zinnhardt
Aufsichtsratsvorsitzender: Frank F. Beelitz

Amtsgericht Darmstadt HRB 1562; USt-ID: DE 111 660 314; Steuernummer 007 225 73906; Bayerische Hypo- und Vereinsbank AG, Darmstadt,
BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BLZ 508 400 05, Konto-Nr. 1 475 896; Landesbank Hessen-Thiringen,
Darmstadt, 8LZ 508 500 49, Konto-Nr. 5 000 304 005




Borsen-Zeitung
19. Februar 2005

fj softwARE ARG

THE XML COMPANY
Dammstadt
—ISiN DE 0003304002 -~

Verdéffentlichung gemnaB § 25 Abs. 1 WpHG

Die DIT Deutscher investment-Trust.Geselischaft flr Wertpapier-
anlagen mbH, Mainzer Landstr. 11-13, 80329 Franifurt, Deutsch-
land, hat uns hach § 21 Abs. 1 WpHG mitgetelit, dass inr Stimm-
rechtsanteil an unserer Gesellschait am 11. Februar 2005 die
Schwelle von 5 Prozent unverschritten hat und nun 4,94 Prozent
betrdgt (das entspricht 1.346.097 Stimmrechten}. Davon sind
dern DIT 2,28 Prozent nach § 22 Abs. 1 Satz 1 Nt 6 WpHG
zuzurechnen. .

Darmstadt, im Februar 2005 Software AG
Der Varstand




fy softwARE AG

Software AG, Postfach 13 02 51, D-64242 Darmstadt

Bundesanstalt fir Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management

Frau Kaszner

Lurgiallee 12

80439 Frankfurt

Darmstadt, 6. Januar 2005 o

Verdffentlichung gemaR § 25 Abs. 1 WpHG

Sehr geehrte Frau Kaszner, j

beigefugt erhalten Sie einen Beleg Uber die nach § 25 Abs. 1 WpHG notwendige
Verdffentlichung bei Veranderungen der Stimmrechtsanteile.

Fir Riickfragen stehe ich thnen gerne zur Verflgung. ' i

Mit freundlichen Griften

/
LA/

Helmut Achatz
Manager Investor Relations

Anlage

Software AG
Uhlandstrafle 12, B-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-1191, www.softwareag.com

Vorstand: Karl-Heinz Streibich (Vorsitzender), Christian Barrias Marchant, Mark Edwards, Andreas Zeitler, Arnd Zinnhardt

Aufsichtsratsvorsitzender: Frank F. Beelitz )
Amtsgericht Darmstadt HRB 1562; USt-iD: DE 111 660 314; Steuernummer 007 225 73906; Bayerische Hypo- und Vereinsbank AG, Darmstadt, P

BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BLZ 508 400 05, Konto-Nr. 1 475 896; Landesbank Hessen-Thiringen, E

Darmstadt, BLZ 508 500 49, Konto~Nr, S 000 304 005
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Borsen-Zeitung (Nr. 2)
Mittwoch, 5. Januar 2005

6 SoftWARE AG

THE XML COMPANY
Darmstadt
~ ISIN DE 0003304002 -

Veroffentlichung gemaB § 25 Abs. 1 WpHG

Die DIT Deutscher Investment-Trust Gesellschaft flir Wertpapier-
anlagen mbH, Mainzer Landstr, 1-13, 60329 Frankfurt, Deutschiand,
hat uns nach § 21 Abs. 1 WpHG mitgeteilt, dass ihr Stimmrechts-
anteil an unserer Geseilschaft am 21. Dezember 2004 die
Schwelle von § Prozent Gberschritten hat und nun 5,08 Prozent
betragt (das emtspricht 1.384,573 Stimmrechten). Davon sind
dem DIT 2,10 Prozent nach § 22 Abs. 1 Satz 1 Nr. 6 WpHG
zuzurechnen.

Darmstadt, im Januar 2005 Software AG
Der Vorstand
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Software AG, Postfach 13 02 51, D-64242 Darmstadt

Bundesanstalt fir Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management

Frau Kaszner

Lurgiallee 12

60439 Frankfurt

Darmstadt, 29. November 2004

Veroffentlichung gemaR § 25 Abs. 1 WpHG

Sehr geehrte Frau Kaszner,

beigefiigt erhalten Sie einen Beleg Uber die nach § 25 Abs. 1 'WpHG notwendige
Verdffentlichung bei Veranderungen der Stimmrechtsanteile.

Fur Ruckfragen stehe ich thnen gerne zur Verflgung.

Mit freundlichen GriiRen
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Helmut Achatz
Manager Investor Relations

Anlage

Software AG
UhlandstraBe 12, D-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-1191, www.softwareag.com

Vorstand: Karl-Heinz Streibich {Vorsitzender), Christian Barrios Marchant, Mark Edwards, Andreas Zeitler, Arnd Zinnhardt

Aufsichtsratsvorsitzender: Frank F. Beelitz
Amtsgericht Darmstadt HRB 1562; USt-iD: DE 111 660 314; Steuernummer 007 225 73906; Bavyerische Hypo- und Vereinsbank AG, Darmstadt,
BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BLZ 508 400 05, Konto-Nr. 1 475 896; Landesbank Hessen-Thiringen,

Darmstadt, BLZ 508 500 49, Konto-Nr. 5 000 304 005




fj softWwARE AG

THE XML COMPANY
Darmstadt
—ISIN DE (0003304002 -

Vergffentlichung gemnas § 25 Abs. t WpHG

Die DIT Deutscher Investment-Trust Gesellschaft fir Wertpapier-
anlagen mbH, Mainzer Landstr. 11-13, 60329 Frankfurt, Deutsch-
land, hat uns nach § 21 Abs. 1 WpHG mitgeteilt, dass ibr Stimm-
rechtsanteil an unserer Gesellschaft am 16. November 2004 die
Schwelle von 5 Prozent unterschritten hat und nun 4,93 Prozent
betragt (das entspricht 1.344.204 Stimmrechten). Davon sind
dem DIT 1,27 Prozent nach § 22 Abs. 1 Satz 1 Nr. 6 WpHG
zuzurechnen.

Darmstadt, im Novermber 2004 " Software AG
Der Vorstand
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Software AG, Postfach 13 02 51, D-64242 Darmstadt

Bundesanstalt fur Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management

Frau Kaszner

Lurgiallee 12

60439 ‘Frankfur’t
Vorab per Fax 02 28/41 08 - 31 19

. Darmstadt, 3. August 2004

Veroffentlichung gemag § 25 Abs. 1 WpHG

Sehr geehrte Frau Kaszner,

beigefligt erhalten Sie einen Beleg tiber die nach § 25 Abs. 1 WpHG notwendige
Veréffentlichung bei Veranderungen der Stimmrechtsanteile.

Fur Ruckfragen stehe ich Ihnen gerne zur Verflgung.

. Mit freundlichen Grii3en

A udld e

Helmut Achatz
Manager Investor Relations

Anlage

Software AG
Uhlandstrae 12, D-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-11-0, www.softwareag.com

Vorstand: Karl-Heinz Streibich (Vorsitzender), Christian Barrios Marchant, Mark Edwards, Dr. Peter Mossack, Gary Voight,

Andreas Zeitler, Arnd Zinnhardt

Aufsichtsratsvorsitzender: Frank F. Beelitz

Amtsgericht Darmstadt HRB 1562; USt-ID: DE 111 660 314; Steuernummer 007 225 73906; Bayerische Hype- und Vereinsbank AG, Darmstadt,
BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BLZ 508 400 05, Konto-Nr. 1 475 896; Landesbank Hessen-Thiiringen,
Darmstadt, BLZ 508 500 49, Konto-Nr. 5 000 304 005
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6 SOftWARE AG

THE XML COMPANY
Darmsfadt'
- ISIN DEDO03304002 -

Veréffentlichund gemés § 25 Abs. 1 WpHG

Die DIT Deutscher investment-Trust Gesellschaft fir Wertpapier-
anlagen mbH, Mainzer Landstr 11-13, 60329 Frankfurt,
Deutschiand, hat uns nach § 21 Abs. 1 WpHG mitgeteilt, dass
ihr Stimmrechtsantei!l an unserer Gesellschaft am 15. Juli 2004 die
Schwefle von 5 Prozent tberschritten hat und nun 5,23 Prozent
betragt {das entspricht 1.426.000 Stimmrechten). Diese Stimm-
rechte sind dem DIT in vollem Umfang nach § 22 Abs. 1 Satz 1
Nr. 6 WpHG zuzurechnen (davon zwei Spezalfonds mit Miteigen-
tumsiésung, 128.000 Stimmrechte). ,

Darmstadt, Im August 2004 o Software AG
. Oer Vorstand
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Software AG, Postfach 13 02 57, D~64242 Darmstadt
Bundesanstalt fur Finanzdienstleistungsaufsicht
Wertpapieraufsicht / Asset Management
Lurgiallee 12

60439 Frankfurt

Darmstadt, 10. Februar 2004

Veréffentlichung gemaR § 25 Abs. 1 WpHG

Sehr geehrte Damen und Herren,

beigefligt erhalten Sie einen Beleg tber die nach § 25 Abs. 1 WpHG notwendige
Vertffentlichung bei Veranderungen der Stimmrechtsanteile.
Fur Ruckfragen stehen wir thnen gerne zur Verfligung.

., Mit freundlichen Griften

v A ek

Otmar F. Winzig Helmut Achatz
Vice President Investor Relations Manager Investor Relations
Anlage

Software AG
Uhlandstrale 12, D-64297 Darmstadt, Postfach 13 02 51, D-64242 Darmstadt, Tel.: +49-6151-92-0, Fax: +49-6151-92-11-0, www.softwareag.com

Vorstand: Karl-Heinz Streibich (Vorsitzender), Christian Barrios Marchant, Mark Edwards, Or. Peter Massack, Gary Yoight,

Andreas Zeitler, Arnd Zinnhardt

Aufsichtsratsvorsitzender: Frank F Beelltz

Amtsgerlcht Darmstadt HRB 1562; USH-ID: DE 111 660 314; Stevernummier 087 225 73906; Bayerische Hypa-~ und Vereinsbank AG, Darmstadt,
BLZ 508 202 92, Konto-Nr. 3 093 000; Commerzbank AG, Darmstadt, BL: 508 400 05, Konto-Nr. 1 475 896; Landeshank Hessen-Thiringen,
Darmstadt, BLZ 508 SO0 49, Konto-Nr. 5 000 304 005
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Borsen-Zeitung, 10. Feb. 2004

6y SoftWARE AG

- THE XML COMPANY
) Darmstadt
- |SIN DEQNO3304002 ~

Veréftantiichung gemas § 25 Ahs, 1 WpHG
Die Threadneedis Asset Manugemert Limied, Signai Point,
Station Read, Swindan SN1.1FE, GroBbritannien, hat uns nach
§ 21 Abs, 1 WpHG mitgeteilt, dass [hr Stimmrechtsantefi an
unsarer Geselischaft den Stand von 4,723 Rrozent ermeicht und
damit die Schwaelle van 5 Prozent unterschritten hat.’ :

Darmstadt, Im Februar 2004 Software AG
T S Der Vorstand
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2005-07-20 e e e
Software AG announces real-time data replication solution for Adabas.custorners, ,

L2 RN O I A

2005-07-14
Software AG expands in Latin America

2005-06-23
Software AG announces certification of its XI Adapters for SAP® XI, integrating
legacy systems with SAP NetWeaver™

2005-06-08
Software AG and Active Endpoints announce a strategic technology alliance to
provide BPEL capabilities for Software AG’s Enterprise Service Bus (ESB)

2005-05-17
Personnel Issue

2005-05-13
Software AG and IDS Scheer form a Strategic Partnership to deliver a Business
Process Management solution within a Service Oriented Architecture

2005-04-28
Software AG increases operating income (EBIT) by 19% to €18 miilion in first
quarter 2005 on strength of higher revenues and effective cost control

2005-04-12
Software AG achieves objectives for first quarter 2005

2005-03-09
Software AG delivers a further building block for a Service Oriented Architecture

2005-03-01

Ad hoc disclosure according to § 15 WpHG:

Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Qriented Architecture

2005-03-01
Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Oriented Architecture

2005-02-15
Software AG reports significant profit improvement in 2004

2005-01-28
Software AG recommends a dividend payment

2005-01-28
Ad hoc disclosure according to § 15 WpHG: Dividend Payment

2005-01-24
Software AG receives YES CERTIFICATION for SUSE LINUX Enterprise Server

2005-01-07
Software AG to acquire legacy integration technology company Sabratec Ltd.

2005-01-07
Ad hoc disclosure according to § 15 WpHG
Software AG to acquire integration technology company Sabratec Ltd.

2005-01-03
Personnel: Software AG names Alfred Pfaff head of SAG Systemhaus GmbH

2004-12-02
Software AG extends its integration business to include organizational processes

25.07.2005



2004-11-19
Personnel: Software AG appoints Dr. Peter Kiirpick to the Board of Directors

2004-11-19
Ad hoc disclosure

2004-11-10
Software AG launches platform for fast, low-cost reporting

2004-10-28
Software AG’s third quarter net income doubles, license revenue up 10 percent

2004-10-21
Seven_improves performance and reduces costs by migrating_to Unix

2004-10-20
Commerzbank AG implements XML Business Integration from Software AG

2004-09-21
Web Services Link Trucks to Dispatch Companies

2004-08-17
Software AG restructures international organization

2004-07-29
Software AG posts second quarter growth, license revenue up 23%, net income
more than trebled

2004-07-23
Software AG incorporates Research and Development into the XMLi and ETS
Modernization strategic focus areas

2004-07-23
Ad hoc disclosure:
Software AG aligns R&D with Business Lines - CTO resigns

2004-07-15
Software AG to report growth in revenue and profit for Q2, 2004

2004-07-15
Software AG Enhances Tamino XML Server with Accelerated Data Access, Improved
Security, and a Developer’s Edition

2004-06-08
Software AG appoints SHANGHAI SA Technology as Value Added Reseller

2004-06-07
Software AG launches New Business Inteqration Portfolio in Europe

2004-05-25
Software AG Joins the EAI Industry Consortium

2004-05-17

Standards-based integration helps enterprises bring the old and the new together
and re-use existing IT assets

2004-04-27

Q1 Press Conference & Analyst Conference Web Casts

2004-04-27

Software AG posts a_significant increase in profit and license revenue
2004-04-21

Software AG expects earnings per share ¢f Euro 0.36 in Q1 2004
2004-04-14

Software AG sells SAP SI shares

2004-03-09
Software AG Extends its High-Speed Database to SQL Applications

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 25.07.2005




2004-03-04
Software AG introduces Tamino XML Security Extensions for digital signatures for
its Tamino XML Server 4.1

2004-02-20
Software AG's Adabas Takes Advantage of IBM’s New 64-Bit Shared Virtual Storage
Technology for Mainframe

2004-02-13
Software AG results for fiscal 2003

2003-12-15
Implementation of Adabas and Natural on Linux a Success

2003-12-09
Sony Music Entertainment Turns to Software AG

2003-12-04
Ad-hoc Release in accordance with Section 15, WpHG (German Securities Act):
Software AG to focus on two product lines

2003-11-27
EntireX XML Gateway helps organizations_speed business processes, improve
decision-making and increase competitiveness

2003-11-26
EntireX Communicator version 7.1.1 helps Enterprises open their existingd systems
to other applications as Microsoft® .NET or Java™ objects

2003-11-06
Programming_made guick_and easy

2003-10-23
Software AG earnings rise in third quarter

2003-10-01
Change at the top at Software AG

2003-08-12
Software AG and iGate Global Solutions set up jeingventure in India

2003-07-30
Software AG back in the black in Q2

2003-07-18
Karl-Heinz Streibich appointed new Chief,£xecutive Officer of Software AG

2003-06-30
Tamino XML Server 4.1.4 now available for key system platforms

2003-06-27

2003-06-05

Natural Construct Spectruph 4.5 for Mainframes

2003-05-20
Sun Microsystems and Software AG announce alliance to increase workgroup
productivity and seglrity

2003-05-15 /
Software AG supports zSeries 990 with its enterprise mainframe products

7
/

2003-05;?5
Software AG and SEEBURGER AG enter into partnership

2003-04-30
Softyfare AG Annual Stockholders’ Meeting

2003-04-24
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PRESS RELEASE

Personnel Issue
Darmstadt, 17.05.2005

Andreas Zeitler, Member of the Board, Software AG and Head of the Region
Central Europe/Asia has decided to leave Software AG to follow new
career opportunities. Karl-Heinz Streibich, CEO of Software AG, will
assume responsibility for the Region Central Europe/Asia until the
company has assigned a successor.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world, The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most estabiished systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1511
Mobile: + 49 170 4522702
Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com

Home | Contact | Sitemap | Legal Aspects | Privacy Policy | Impressum
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PRESS RELEASE

Personnel: Software AG names Alfred Pfaff head of SAG
Systemhaus GmbH

Darmstadt, Germany, 03.01.2005

To strengthen and further expand its German business, Software AG
named Alfred Pfaff, chief representative of IBM Deutschland GmbH, to the
position of managing directcr at SAG Systemhaus GmbH. He leads
Software AG's German subsidiary as of January 1, 2005,

Pfaff’s special focus will be on sales and distribution of the company’s entire
product portfolio. This portfolio ranges from high performance database
applications and integration technology for heterogeneous applications to the
implementation of local and global integration solutions, along with associated
service offerings. The solutions are for selected industries and branches, such as
public administration, insurance, and health care. SAG Systemhaus GmbH is
Software AG's largest country subsidiary in its “Region Central Europe and Asia.” In
addition to German-speaking European countries, "Region Central Europe and Asia”
also serves CEE states, Russia, APEC member states, and the Middle East. SAG
Systemhaus GmbH is headquartered in Darmstadt, Germany, and has branch
offices in Berlin, Diisseldorf, Hamburg, Munich, Nuremberg, and Stuttgart.

Prior to joining SAG Systemhaus GmbH, Pfaff was the chief representative of IBM
Deutschland GmbH, where he was responsible for sales and distribution to
communications and utility industries in Germany, Austria, and Switzerland. While
there, he reorganized the sales and distribution group. Pfaff, who has a degree in
electrical engineering, began his career in 1984 at IBM Deutschland. He has also
worked at British Telekom Deutschland GmbH and CNI GmbH, now known as
Vodafone-Arcor. In 1996, he returned to IBM Deutschland GmbH as director
telecommunications industry. Pfaff’s move to Software AG is further evidence of the
importance that Software AG has in the German and European software industries,
as Germany’s second-largest software company.

Until Pfaff’s appointment, Andreas Zeitler was responsible for Software AG’s
German business as managing director of SAG Systemhaus GmbH. Zeitler will
continue to work on expanding the company’s international business in his position
as the member of the board responsible for the “"Region Central Europe and Asia.”

Software AG is implementing a strategy of strengthening and deepening
international business. To that end, the company has hired country managing
directors in order to unburden its regional board members from the additional task
of managing the country subsidiaries. Dave Powell has taken over leadership of
Software AG UK. Previously this position was held by Mark Edwards, member of the
board responsibie for “Region North America/ Northern Europe,” in a dual role. In
2004, Software AG named Roberto Armifio Cuervo Managing Director of Software
AG Espaniia. Until Cuervo’s appointment, member of the board Christian Barrios
Marchant acted as the subsidiary’s managing director in addition to performing his
duties as head of “Region South.”

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20050103_Sy... 25.07.2005
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In the News Personnel; Software AG appoints Dr. Peter Kiirpick to the
Photos & Artwork Board of Directors
Press Contacts
Company Info Darmstadt, Germany, 19.11.2004
Events

Software AG has appointed Dr. Peter Kiirpick to the Board of Directors with
responsibility for the "XML Business Integration" division, to further
expand this strategic business unit. The appointment takes effect on April
1, 2005. As Chief Technology Officer Dr. Kiirpick will be responsible for
Software AG's integration business.

The full XML Business Integration business line will report directly to Dr. Kiirpick,
whose responsibilities will include R&D and product marketing.

As Senior Vice President of a major NetWeaver development division at SAP, the 38
year old is currently responsibie for the development of SAP integration technology
in six development centers across the world. Dr. Kiirpick has a deep understanding
of the development of application and systems software. He also has extensive

' Content Finder . experience in product marketing, the development of go-to-market strategies, in

. Print Page running customer projects, and the management of international business units.

. Recommend Page |

"We are very pleased to have won Dr. Kiirpick to fill this responsible position. We
are thus strengthening the strategic XML Integration business unit. We are focusing
on the technical challenge of integrating existing applications and developing
systems that enable a single view on all relevant information at all times," stated
Karl-Heinz Streibich, Software AG CEO, on the decision to appoint Dr. Peter
Kirpick. "Driving and managing the development of Software AG's integration
technologies at an executive level and thus taking on business responsibility is a
challenge I am looking forward to," said Dr. Kiirpick, explaining his move from SAP
to Germany's second largest software company.

i

ISecured Arear 7]
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Dr. Peter Kiirpick has a Ph.D in theoretical physics. He rounded off his scientific
studies with a three-year research term in the United States. He started his career
as a software developer at SAP in the area of R/3 ABAP development. He also
served as executive assistant to Prof. Dr. Hasso Plattner, former Co-CEQO of SAP
AG, before taking over his current role at SAP AG.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider, It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20041119 N... 25.07.2005
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Photos & Artwork Software AG aligns R&D with Business Lines - CTO resigns  °*
Press Contacts ZDF
Company Info Darmstadt, 23.07.2004 fen
Events 273?
Software AG CEO, Karl-Heinz Streibich, is focusing the company on two mai
strategic business lines. Product development for Enterprise Transaction plar

Systems (Adabas and Natural) and XML Integration (EntireX and Tamino)
will be individually managed and aligned with the respective business line. ﬁsfa-‘

Bav
In the first half of 2004, marketing and product management for both business r;?g
lines were established and given a global focus. At the same time, global R&D sect
resources were reorganized. The development centers and departments are as a !
result, well prepared for future tasks. Two chief technology officers (CTO) will be Roc
appointed to manage the individual R&D resources per business line and will %fj'
become members of an extended management board at Software AG. dev:
mal
Focusing R&D on the specific requirements of different market segments will reta
Content Finder support the dynamic development of the product portfolio, and allow for closer sen
: Print Page cooperation with product management. In the emerging market of business ANF
I Recommend Page integration solutions, where requirements and technical options tend to change The

fast, time to market is a key success factor. Software AG intends to outperform this  for,
market with innovative solutions and increased partner cooperation. This requires

‘ jSecured Area: I} L4 different structures for the two business lines - the new organization will offer the The

! [Gounty Sis =] 1 desired flexibility. é?sﬁ
In respect of the new R&D organization, Software AG CTO, Dr. Peter Mossack, S,r:f,
today resigned his position as board member and will leave the company at the end
of July. The CEO will assume board responsibility for R&D.
Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue.
Contact: or:
Software AG Software AG
Otmar Winzig Susanne Eyrich
VP Investor Relations VP Corporate Communications
Uhlandstrasse 12 Uhlandstr.12
64297 Darmstadt 64297 Darmstadt
Germany Germany
Tel: +49 (0) 6151-92-1669 Tel: +49 6151 92-1201
Fax: +49 (0) 6151-92-1383 Fax: +49 6151 92-1933
press@softwareag.com press@softwareag.com
http://www.softwareag.com http://www.softwareag.com
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INVESTOR RELATIONS CALENDAR SR Y

AR
The group's "quiet period," during which investor-relations activities are’limit_gq,"f

commences from the close of trading on t:he 21st day of the third month of the =

fiscal quarter for which the earnings are to be released until the quarterly earnings
are publicly available.

2006
January 16-18 CA Cheuvreux German Corporate Conference, Kronberg,
Germany - CFO
May 12 Annual General Shareholders' Meeting, Frankfurt,
Germany
2005
November 21-23 German Equity Forum, Deutsche Bdrse AG, Frankfurt,
Germany - CEO
October 28 Q3 2005 financial figures
October 05-06 German Swiss Austria Opportunities One-to-One Forum,
Sal Oppenheim, London, UK - CEO
September 28 HVB German Investment Conference, Munich, Germany
- CEO
August 31 European Technology Conference, JP Morgan, London,
UK - CFO
July 29 Analyst Conference, London, UK
12:00 p.m (CEST) / 11:00 a.m. (UK time)
Analyst Conference
m View the live Audio-WebCast here
m Listen to the Analyst Conference:
Dial-in number (listen-only):
+49 (0)69 2222 2247
+44 (0)20 7365 1850
+1 718 354 1172
July 28 H1/Q2 2005 financial figures
08:00 a.m. (CEST)
Release of H1/Q2 2005 financial figures
June 14 Roadshow Lugano, Switzerland - IR
June 13 Roadshow Paris, France - CEQ
June 08 Roadshow Edinburgh, UK - IR
June 07 Pan- European Technology, Media and
Telecommunications Conference, Merrill Lynch, London,
UK - CEO
June 02 8th German Corporate Conference, Deutsche Bank AG,
Frankfurt, Germany - CEO
Click here for the Webcast
June 01 European Technology Conference 2005, Credit Suisse

First Boston, Barcelona, Spain - CEQ

. o P\ N




May 19 German Mid Cap Investment Conference, Deutsche
Bérse Group and Dresdner Kleinwort Wasserstein, New
York, USA - CEO

May 13 Annual General Shareholders' Meeting, Frankfurt,
Germany; view the Webcast here

May 10 Roadshow Frankfurt, Germany - CFO

May 03 Roadshow London, UK - CFO

April 28-29 Smith Barney Citigroup Software Conference 2005, New
York, USA - CFO

April 28 Q1 2005 financial figures

April 21-22 WestLB Conference, Opportunities in German Stocks,
San Francisco, USA - IR

April 14 UBS Small & MidCap Conference, London, UK - IR

March 23 Roadshow Dusseldorf, Germany - CFO

March 14 Small & MidCap Day, Corporate Conference - CeBIT
2005, Hanover, Germany

March 10 Roadshow Zurich, Switzerland - CFO

March 09 Roadshow Munich, Germany - CFO

March 01-03 Roadshow Asia - CEO

February 24 Roadshow Frankfurt, Germany - CEQ

February 22 Roadshow London, UK - Member of the Executive
Board / Region North America, Northern Europe

February 21 Roadshow London, UK - CFO

February 15 unaudited Q4/FY 2004 financial figures

January 20 Corporate Conference "Germany meets Spain", Caja

Madrid Bolsa, Deutsche Borse AG and West LB AG,
Madrid, Spain - CEO

January 19 CA Cheuvreux German Corporate Conference, Kronberg,
Germany - CFO

Financial Calendar 2004, 2003

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 25.07.2005
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The group's "quiet period,” during which investor-relations activities are limited,
commences from the close of trading on the 21st day of the third month of the
fiscal quarter for which the earnings are to be released until the quarterly earnings

are publicly available.

2004

December 16
December 02

November 23

November 19

November 16
November 09-11

November 03-04
November 01

October 28

October 19

September 30

September 22
September 13
September 10

August 30-31

August 10
August 05
July 30
July 29

June 28-29
June 23

Analyst Briefing Day, Darmstadt, Germany

Roadshow Paris, France - CFO

German Equity Forum, Deutsche Bérse AG, Frankfurt,
Germany - CEQ

Roadshow Frankfurt, Germany - IR

German Technology Conference, Commerzbank AG,
Frankfurt, Germany - CFO

Roadshow
New York/Chicago/Des Moines/Denver, USA - CFO

Roadshow London, UK - CEQ/CFO
Roadshow Frankfurt, Germany - CFO
Q3 2004 earnings figures

- Publication of financial figures Q3 2004

German Mid Cap Investment Conference, Deutsche
Borse AG and Dresdner Kleinwort Wasserstein, New
York, USA - CFOQ

HVB German Irivestment Conference, Munich, Germany
- CFO

Roadshow Vienna, Austria - CFO
Roadshow Zurich, Switzerland - CFO

WestLB Conference, New York, USA - President North
America Operations

Roadshow Helsinki/Copenhagen/Stockholm,
Scandinavia - IR

Roadshow Frankfurt, Germany - CFO
Roadshow Cologne/DUsseldorf, Germany - CFO
Roadshow London, UK - CFO

H1/Q2 2004 earnings figures
Analyst Conference, London, UK

Roadshow London/Edinburgh, UK - CFO

Roadshow Madrid, Spain - Member of the Executive
Board

http://www]1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/...
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June 18 SES Research Conference, Frankfurt, Germany - IR

May 20-21 Roadshow New York, USA - CEO, CFO

May 12-13 Roadshow London, UK - CFO

May 07 Roadshow Zurich, Switzerland - CFO

May 06 Roadshow Frankfurt, Germany - CFO

May 05 Roadshow Paris, France - CFO

April 30 Annual General Sharholders' Meeting, Frankfurt,
Germany

April 27 Q1 2004 earnings figures

Analyst Conference, Frankfurt, Germany

March 31 German Corporate Conference, Deutsche Bank AG,
Frankfurt, Germany - CEO

March 18 Roadshow London, UK - CEO

March 11 Business Strategy and Markets Briefing Day, Software
AG Headquarter, Darmstadt, Germany

March 05 Roadshow Frankfurt, Germany - CEO

February 20 Roadshow Frankfurt, Germany - CFO

February 17 Roadshow Paris, France - CEO, CFO

February 13 Q4/FY 2003 earnings figures

Analyst Conference, Frankfurt, Germany

January 20 CA Cheuvreux Conference, Kronberg, Germany - CFO

Curreni Events

@
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Remuneration of Supervisory Board members for
fiscal 2004 is composed as follows:

Events after the balance sheet date

Further expenditures refated to restructuring meas-
ures in the amount of €7,506 thousand should be
expected for fiscal 2005; these were provided for in
the balance sheet as of December 31, 2004,

Software AG has acquired the Israeli company
Sabratec Ltd. in full based on an agreement dated
February-3, 2005. The purchase price of €5,376
thausand is to be paid in February of 2005.

In January 2005, a settlement agreement was con-
cluded with a US. software company with respect

to litigation. This settlement will be effected by

3 payment in the first quarter of 2005, already pro-
vided for in the 2004 financial statements.

Fujitsu Limited and Software AG signed an agree-
ment on February 28, 2005, to jointly develop,
market and sell a Service Oriented Architecture
offering.

Fujitsu and Software AG plan to exploit their comple-
mentary technology platforms and global RaD
know-how to offer a technical process with inte-
grated meta-data storage. This will allow users

to curtail development time, improve productivity
and provide the flexibility necessary to respond

to changing business challenges. As part of this
partnership, Fujitsu and Software AG intend to
launch a joint product range on the market in the
summer of 2005. Software AG already sells Inter-
stace Business Process Manager, Fujitsu’s business

process management solution.

Declaration on the German Corporate
Governance Code

The Company published its declaration of confor-
mity with the German Corporate Governance Code
on January 28, 2005, in accordance with section
161 of the German Stock Corporation Act.

Time of release of this publication
Software AG's Executive Board approved the
consolidated financial statements on
February 28, 2005. '
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Remuneration for members of the Software AG
Supervisory Board totaled €103 thousand in 2003.

Members of the Executive Board received total

salaries of €2.140 million. In addition, they
received performance-related bonyses of €2.420
million for 2003. Former members of the Executive
Board received €805 thousand,-of which €313+
thousand were reimbursed by an insurance com-
pany. Pension provisions for former members of
the Executive Board amounted to €1.769 million.

Number of employees

The average number of employees in the Software
AG Group in 2003 was 2,844. As of December 31,
2003, the Group had 3 total workforce of 2,703

German Corporate Governance Code
In December 2003, the Company issued a declara-

tion of compliance with the German Corporate

Governance Code, in accordance with Section 161
of the German Stock Corporation Act (AktG).

Darmstadt, February 26, 2004

Software AG

K.-H. Streibich : C. Barrios Marchant
M. Edwards Dr. P Mossack

G. Voight . A. Zeitler

A. Zinnhardt




Second Stock option plan:

163,375 subscription rights had been issued to
members of the Executive Board and 566,025 sub-
scription rights to key management staff as of

the balance sheet date; however, these could not
be exercised until after the balance sheet date.

The subscription price per share in exercising an
option is equivalent to the average of the XETRA
closing prices over the last five trading days at the
Frankfurt Stock Exchange prior to the offer to
grant subscription rights.

In order for the options to be exercised, the
following prerequisites must be satisfied:

(1) The Group's sales must have risen at least
10 percent over the previous year’s szles in
the fiscal year preceding exercise of the
options.

(2) The Group’s profit from ordinary activities
is equivalent to at least 10 percent of sales
in the year prior to exercise of the option.

Terms, waiting periods and exercise intervals corre- °
spond to conditions under the First Stock Option plan

Remuneration of Executive Board and
Supervisory Board

Starting in fiscal 2005, remuneration of the
Executive Board is being restructured and will be
even more closely related to corparate profits.

Beginning on January 1, 2005, two-thirds of the
compensation will be directly linked to revenue,
earnings and other Company targets.

A portion of variable remuneration (30 percent) will
only be paid in subsequent years based on a
phantom share program. The stack option plan in
effect previously will not be continued.

Remuneration of former Executive Baard members
totaled €2,103 thousand.

Pension provisions for departed members of the
Executive Board amount to €2,676 thousand.

Remuneration of active Executive Board members
for fiscal 2004 is composed as follows:

" Stock
options
granted

20,000

17,500

0

8,750

20,000

There was a variable salary prepayment to
the Executive Board members in fiscal 2004 in

the amount of €493 thousand. interest was not be
charged.
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Remuneration for members of the Software AG
Supervisory Board totaled €103 thousand in:2003.
Members of the Executive Board received total
salaries of €2.140 million. In addition, they
received performance-related bonuses of €2.420
million for 2003. Farmer members.of the Executive
Board received €805 thousand, of which €313 ..
thousand were reimbursed By ‘an insurance com-
pany. Pension provisions for formef members of
the Executive Board amounted fo €1.769 mlhon

Number of employees

The average number of employees in tho Software
AG Group in 2003 was 2,844. As of December 31,
2003, the Group had a total warkforce of 2,703.

German Corporate Governance Code

In December 2003, the Company issued a declara-

tion of compliance with the German Corporate
Governance Code, in accordance with Section 161
of the German Stock Corporation Act {Ak!G).

Darmstadt, Februaf\/ 26, 2004
Software AG

K.-H. Streibich (. Barrios Marchant
M. Edwards . | DrP Mossack

G. Voight A zejtléf

A Zinnhardt |
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CORPORATE GOVERNANCE

Corporate Governance

The principles of value-oriented, transparent company management and control
have become significantly more important in the analysis and valuation of listed
companies. The German Federal Government has addressed this issue with the
establishment of the Cromme Commission and has laid down standards in the form
of the German Corporate Governance Code. An updated version was published on
May 21, 2003.

In accordance with the Transparenz- und Publizitdtsgesetzes (TransPuG - German
Transparency and Disclosure Act) all listed companies are obliged to disclose their
compliance with the recommendations of the German Corporate Governance Code
and to give details of any deviations from these recommendations ("comply or
explain").

In 2004, the Supervisory Board and the Management Board jointly took the last
steps to fully comply with the recommendations of the German Corporate
Governance Codex. The consolidated financial statements and interim reports were
provided according to IFRS (International Financial Reporting Standards). The
compensation of the Supervisory Board and of the Management Board shall be
reported on an individual basis. A new scheme will relate a larger part of the
Management Board’s remuneration to the performance of the enterprise. Therefore,
as of fiscal year 2005, two thirds of the compensation will be tied to revenue, profit
and other company targets. Furthermore, a share (some 30%) of this variable part
of the compensation will be based on a phantom share program and only paid out
in future years. The former stock option program will be discontinued.

Declaration of the Management Board and of the Supervisory Board of
Software AG (Darmstadt, Germany) made pursuant to § 161 of the German
Stock Corporation Act ("AktG")

The Management Board and Supervisory Board hereby declare that
Software AG complied with the recommendations of the German Corporate
Governance Code (last amended May 21, 2003) in fiscal 2004, and that it
will continue to do so in future.

Darmstadt, Germany, January 28, 2005

Management Board Supervisory Board
of Software AG of Software AG

Software AG’s Corporate Compliance Officer

Otmar F. Winzig,

VP Investor Relations
Software AG

Uhlandstr. 12

D-64297 Darmstadt

Phone: +49-6151-92-1669
Fax: +49-6151-92-1933
otmar.winzig@softwareag.com
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Declaration of the Management Board and Supervisory Board of Software AG
{Darmstadt, Germany) made pursuant to § 161 of the German Stock Corporation
Act ("AktG") and in conjunction with § 15 of the Introductory Act to the AktG
(“EGAkt”)

The Management Board and Supervisory Board hereby declare that Software AG
complies with the recommendations of the Government Commission on the
German Corporate Governance Code (the “Code”; last amendment Mai 21, 2003),
with the following exceptions:

Item 3.8, sentence 3 of the Code: The existing D&Q liability insurance poticies
prescribe a € 5,100 deductible for all persons included in the insurance coverage,
and such deductible is deemed to be reasonable. Since the code does not,
however, stipulate a standard of reasonableness, we are hereby reporting the
amount of the deductible.

Item 4.2.4 of the Code: Compensation of the individual members of the
Management Board shall not be reported. The Management and the Supervisory
Board share the view that this is a matter of privacy. They consider the details of
management compensation provided in the Notes of the Consolidated Financial
Statements offer the transparency required to evaluate the compensation also in
comparison with peer group companies.

Item 5.4.5 of the Code: (a)The compensation scheme as resclved by the general
assembly of Software AG shareholdes does not include performance-related
components. (b). On the same grounds as pointed out for the Management
Board, compensation of the individual members of the Supervisory Board shail
not be reported.,

item 7.1.1, sentence 3 of the code: The consolidated financial statements and
interim reports currently are prepared in accordance with the accounting
principles of the German Commercial Code ("HGB"). As of 2004, the Company
plans to provide financial statements according to IFRS (International Financial
Reporting Standards) beginning in fiscal year 2004.

Darmstadt, Germany December 2003
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Software AG continues profit and margin growth in second quarter 2005 | o 77T

2005-07-20 _
Software AG_announces real-time data replication solution for Adabas customers

2005-07-14"
Software AG expands in Latin America

2005-06-23
Software AG announces certification of its XI Adapters for SAP® X1, integrating
legacy systems with SAP NetWeaver™

2005-06-08

Software AG and Active Endpoints announce a strategic technology alliance to
provide BPEL capabilities for Software AG's Enterprise Service Bus (ESB)

2005-05-17
Personnel Issue

2005-05-13
Software AG and IDS Scheer form a Straftegic Partnership to deliver a Business
Process Management solution within a Service Oriented Architecture

2005-04-28
Software AG increases operating income (EBIT) by 19% to €18 million in first
quarter 2005 on strength of higher revenues and effective cost control

2005-04-12
Software AG achieves objectives for first guarter 2005

2005-03-09
Software AG delivers a further building block for a Service Qriented Architecture

2005-03-01

Ad hoc disclosure according to § 15 WpHG:

Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Oriented Architecture

2005-03-01

Fujitsu and Software AG Announce a Strategic Alliance to Deliver a Joint Integration
Offering for Service Oriented Architecture

2005-02-15
Software AG reports significant profit improvement in 2004

2005-01-28
Software AG recommends a dividend payment

2005-01-28
Ad hoc disclosure according to § 15 WpHG: Dividend Payment

2005-01-24
Software AG receives YES CERTIFICATION for SUSE LINUX Enterprise Server

2005-01-07
Software AG to acquire legacy integra

tion technology company Sabratec Ltd.

2005-01-07
Ad hoc disclosure according to § 15 WpHG
Software AG to acquire integration technology company Sabratec Ltd.

2005-01-03
Personnel: Software AG names Alfred Pfaff head of SAG Systemhaus GmbH

http://www 1 .softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 02.08.2005



2004-12-02
Software AG extends its integration business to include organizational processes

2004-11-19
Persannel: Software AG appaints Dr. Peter Kiirpick to the Board of Directors

2004-11-19
Ad hoc disclosure

2004-11-10
Software AG launches platform for fast, low-cost reporting

2004-10-28
Software AG’s third quarter net income doubles, license revenue up 10 percent

2004-10-21
Seven improves performance and reduces costs by migrating to Unix

2004-10-20
Commerzbank AG implements XML Business Integration from Software AG

2004-09-21
Web Services Link Trucks to Dispatch Companies

2004-08-17
Software AG restructures international organization

2004-07-29
Software AG posts second quarter growth, license revenue up 23%, net income
more than trebled

2004-07-23
Software AG incorporates Research and Development into the XMLi and ETS
Modernization strategic focus areas

2004-07-23
Ad hoc disclosure:
Software AG aligns R&D with Business Lines - CTO resigns

2004-07-15
Software AG to report growth in_revenue and profit for Q2, 2004

2004-07-15
Software AG Enhances Tamino XML Server with Accelerated Data Access, Improved
Security, and a_Developer’s Edition

2004-06-08
Software AG appoints SHANGHAI 5A Technology as Value Added Reseller

2004-06-07
Software AG launches New Business Integration Portfolio in Eurape

2004-05-25
Software AG Joins the EAI Industry Consortium

2004-05-17
Standards-based integration helps enterprises bring the old and the new together

and re-use existing IT assets

2004-04-27
Q1 Press Conference & Analyst Conference Web Casts

2004-04-27
Software AG posts a significant increase in profit and license revenue

2004-04-21
Software AG expects earnings per share ¢f Euro 0.36 in Q1 2004

2004-04-14
Software AG sells SAP SI shares

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 02.08.2005




2004-03-09
Software AG Extends its High-Speed Database to SQL Applications

2004-03-04
Software AG introduces Tamino XML Security Extensions for digital signatures for
its Tamino XML Server 4.1

2004-02-20 '
Software AG’s Adabas Takes Advantage of IBM’s New 64-Bit Shared Virtual Storage
Technology for Mainframe

2004-02-13
Software AG results for fiscal 2003

2003-12-15
Implementation of Adabas and Natural on Linux a Success

2003-12-09
Sony Music Entertainment Turns to Software AG

2003-12-04
Ad-hoc Release in accordance with Section 15, WpHG (German Securities Act):
Software AG to focus on two product lines

2003-11-27

EntireX XML Gateway helps organizations speed business processes, improve
decision-making and increase competitiveness

2003-11-26

EntireX Communicator version 7.1.1 helps Enterprises open their existing systems
to other applications as Microsoft® .NET or Java™ objects

2003-11-06
Programming_made quick and easy

2003-10-23
Software AG earnings rise in third quarter

2003-10-01
Change at the top at Software AG

2003-08-12
Software AG and iGate Global Solutions set up joint venture in India

2003-07-30
Software AG back in the black in Q2

2003-07-18
Karl-Heinz Streibich appointed new Chief Executive Officer of Software AG

2003-06-30
Tamino XML Server 4.1.4 now available for key system platforms

2003-06-27
Software AG converts to bearer shares

2003-06-05
Natural Construct Spectrum 4.5 for Mainframes

2003-05-20
Sun Microsystems and Software AG announce alliance to increase workgroup
productivity and security

2003-05-15
Software AG supports zSeries 390 with its enterprise mainframe products

2003-05-07
Software AG and SEEBURGER AG enter into partnership

2003-04-30

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/InvestorRelations/... 02.08.2005




Software AG Annual Stockholders’ Meeting

2003-04-24
Software AG_improves operating income in first quarter of 2003 -- Weak dollar
impacts revenues

2003-04-17
Software AG and ItemField, Inc. announce worldwide distribution agreement

2003-04-15
Porting of product range to Linux now complete

2003-04-14
Software AG gives its Executive Board an international focus

2003-04-10
Natural for mainframes now includes XML processing

2003-03-18
XML established as basic technology

2003-03-17
Software AG and Covigo, Inc Sign Partnership Agreement

2003-03-06
Software AG Financial Results for Fiscal 2002

2003-02-28
Software AG to fully retain fiscal 2002 earnings

2003-02-25
Product Bundling gives Tamino Customers Free Access to Powerful XML Content
Editing Software, Dramatically Reducing Total Cost of Ownership

2003-02-12
Software AG presents new version of EntireX XML Mediator

2003-02-11
Software AG and iWay Software announce global partnership

2003-02-05
Vorde| Limited and Software AG Form Partnership

2003-01-29
Software AG remains on track - Preliminary Results Q4 and FY 2002

2003-01-29
Software AG presents new versions of Adabas

2003-01-29
Software AG presents new Web services, mobile computing, e-government and
Linux solutions

2003-01-14
XML-based Customer Relationship Management
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Software AG continues profit and margin growth in secon
quarter 2005

T N S

-

Operating income (EBIT) raised by 13% to €44.4 million in the first six
months

Darmstadt, Germany, 28.07.2005

Software AG (Frankfurt TecDAX: SOW), today announced its results for the
second quarter ended June 30, 2005 and for the first six months of the
running fiscal year. The operating income (EBIT) for the first six months
amounted to €44.4 million, up 13% over the €39.4 million for the year-ago
period. The operating margin for the first half-year of 2005 was 21.1 %, up
160 basis points in comparison with the year-ago period. The improvement
in operating income was driven by higher revenues which rose to €210.8
million in the first six months of 2005 compared to €202 million for the
year-ago period, up 5% at constant currency rates. The increase in
revenue resulted from strong license sales which rose 13% on a currency
adjusted basis to €59.1 million from €52.6 million for the comparablie
period of 2004. The Enterprise Transaction System (ETS) business line
followed an upside trend due to strong license developments in both
quarters of 2005, and XML Business Integration continued its strong
growth with Software AG’s own products returning a 31% increase in
license revenue.

View detailed Q2 resuits here.

Double-digit revenue growth for Software AG’s XML products in the first
six months 2005

Total license revenue for the first half-year was €59.1 million, up 12% over the
€52.6 million of the year-ago period (13% at constant currency rates). License
revenue for ETS increased 9% to €43.9 million, underlining the continuing upside
potential of the business line. License revenues for Software AG’s own XML
Integration products were €11.4 million in the first six months, a very strong
increase of 31%. The license revenue of third party XML integration products was
reduced as planned by 17% to €2.4 million in the first half-year 2005. Revenue for
maintenance was €89 million in the first 5ix months of 2005, in comparison with
€90.9 for the year ago period, a decline of 2% net of currency effects. Revenue for
professional services was €61.6 million, up 7% from the €57.6 million for the first
half-year of 2004.

Continued improved operating margin through sustained cost
management

The improvement in operating margin to 21.1%, in comparison to 19.5% in the
year-ago period, reflects the company’s continued success in maintaining cost
discipline while investing in the expansion of the business. Total operating expenses
for the first six months were €95 million, in comparison with €93.6 million in the
year-ago period, an increase of 1.5%. This increase in operating expenses is a
result of planned investments in customer focused activities within the sales and
marketing departments. While ensuring cost discipline, the company continued its
growth strategy by introducing new products, entering new geographical markets,
and developing its network of partnerships. The total number of employees at June
30 was 2,578 (in comparison with 2,435 a year ago), of which 70% are working
outside Germany, reflecting the company’s focus on expanding its business
geographically while managing its cost base.

Net income and earnings per share before extraordinary income increased
by 11%

Net income before extraordinary items rose in the first six months of 2005 to €27.7
miilion, an increase of 10% over the previous year’s period. Earnings per share
before extraordinary items was €1.02, also up 11% over the first six months of
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2004. "The results for the first six months show that we are indeed well on our way
to achieving our objectives for the current year,” said CEO Karl-Heinz Streibich.
“Our consistent growth, combined with the investments we are making in
expanding our geographic reach and our product portfolio, are laying the
groundwork for accelerated growth opportunities in 2006 and beyond.”

Strong balance sheet, sustained positive cash flow

Total shareholders’ equity as of June 30, 2005 was €334.4 million, an increase of
10.9% from the €301.6 mitlion a year ago. The equity to assets ratio rose to 62.6%
from 57%. Cash and cash equivalents were €128.8 million, up 16.6% from €110.5
million, and after a €20.5 million dividend pay-out. The improvement in the balance
sheet ratios reflected the company’s sustained strong operating cash flow which for
the half of 2005, amounted to €38.5 millicn, compared to €13.1 million for the
year-ago period. This financial strength gives the company the flexibility to pursue
its long-term business strategy including, as appropriate, the pursuit of targeted
acquisitions.

Second quarter 2005 in reviews: Operating income up by 10%

In the second quarter, operating income (EBIT) was €26.5 million, an increase of
10% over the €24.2 million (net of extraordinary income) for the corresponding
period of 2004. The operating margin (EBIT as a percentage of revenue) for the
second quarter was 24%, in comparison with the 22.8% margin recorded in the
second quarter 2004. The continued improvement in operating income was driven
by higher revenues, which rose by 4 %, (or 5 % on a currency adjusted basis), to €
110.5 million from €106.3 million for the year-ago period. The increase in revenues
reflected continuing growth in license and service revenue, both up 10% at
constant currency rates.

Region South (Southern/Western Europe and Latin America) saw the most dynamic
growth during the second quarter 2005, with revenue of €36.6 million, an increase
of 10.6% from the year-ago period. This cdevelopment is driven by the expanding
business of Software AG in Latin America. The Northern Europe and USA segment
saw revenue of €45.2 million in the second quarter, nearly unchanged in
comparison to the year-ago period (€45.8 million). The high profitability of the
region was even further increased. The third geographical region, Central/Eastern
Europe and Asia, recorded revenue of €25 million (up 5.5%) in the second quarter
of 2005, which was driven by significantly increased license and professional
service revenue.

Net income before extraordinary items rose to €16 million in the second quarter
2005, an increase of 4% over the previous year’s period. Earnings per share before
extraordinary items were €0.59, up 3 euro cents over the second quarter of 2004.
(In the second quarter of 2004, the company realized an extraordinary net profit of
€24 million from the sale of its stake in SAP SI which reduced the operating net
income to €39.4 million.

Outlook

The company confirms its outlook for 2005. Accordingly, Software AG continues to
expect revenue growth for the entire year in the range of four to six percent, net of
currency effects. The company also continues to project an operating EBIT margin
for the year 2005 between 20 and 22 percent.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue,

Contact: or:

Software AG Software AG

Paul Hughes Otmar Winzig
Director Media Relations VP Investor Relations
Uhlandstr.12 Uhlandstrasse 12

http://www1.softwareag.com/Corporate/print.asp?Page=/Corporate/News/PressRoom/... 02.08.2005




64297 Darmstadt

Germany

Tel: +49 6151 92-1787
Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com

@

http://www1 .softwareag.com/Corporate/print.asp?Page=/Corporate/News/PressRoony/... 02.08.2005




Customers | Products | Solutions | Mews ﬁ Company || Investor Relations |

;search #%  You are here: Home > News » Press Room » Press Releases
News PRESS RELEASE
Latest News
Press Room
Press Releases . . . .
In the News Software AG announces real-time data replication solution
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Company Info Event Replicator™ enables organizations to push changes in Adabas data
Events out to systems such as Adabas, DB2, Oracle, SQL Server, Sybase or XML-

based devices and applications
Darmstadt, Germany, 20.07.2005

Software AG (Frankfurt TecDAX: SOW), today announced the global
availability of Event Replicator™ for Adabas, enabling organizations to
proactively and in real-time “push” data changes in Adabas out to systems
such as Adabas, DB2, Oracle, SQL Server and Sybase, as well as XML-based
devices and applications. The results include better system resource
usage, cost avoidance, improved risk management, enhanced customer
service and greater confidence in business decisions based upon
continually refreshed information.

;. Content Finder Event Replicator™ automatically replicates any updates, additions or deletions to
Print Page specified Adabas data sets, then immediately “ripples® only the changed data fields
Recommend Page downstream to targeted systems or devices. The data is transformed to the format
of each subscribed system so no changes need to be made to the application’s
infrastructure,

§Secured Area: i

By pushing changes in Adabas data to multiple physical locations, databases or
applications, Event Replicator™ synchronizes updated information across a
company'’s IT systems. This capability can be critical to meeting real-time customer
service requirements - for example, a major airline making sure that flight crew
schedules are continually synchronized with equipment availability in the case of
flight delays or canceliations.

j Country Sites:

Because of its unique method of accessing Adabas data, Event Replicator™ is able
to do real-time replication without sacrificing the performance of the
production Adabas system.

Boston University protects their on-line response time for degree audits while
ensuring that every student accesses their most up-to-date degree audit report. By
using Software AG’s Event Replicator™ to flag students who have pertinent data
changes on their records, the University only recreates audits for those students
with changes in a background batch job. Most students will then read a '
preprocessed audit report. If a student with an outstanding change requests his
audit, the system recreates his audit in real-time.

“We get the best of all worlds, real-time audits, great response times, and
maximized concurrency with minimal processing,” said Maxine Howe, Director of
Application Services for Boston University.

"Compared with home-grown or third-party replication approaches, Event
Replicator™ is the fastest and maost efficient Adabas replication solution available,"
said Joe Gentry, vice president of Enterprise Transaction Systems for Software AG.
“We don't have to sort through a bucket of data to find a thimble full of relevant
information to replicate.”

For ease of maintenance, replicated copies of Adabas are remotely administered
using familiar Adabas tools. In addition, the entire replication flow is recoverable at
any time. Event Replicator™ for Adabas on the IBM mainframe is available now.
Other versions of Event Replicator™ are planned for early 2006.
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX, ApplinX and Tamino. Around 2,500 employees in 59
countries support the mission-critical systems of 3,000 customers around the
world. The company maintains five R&D facilities across three continents. Founded
in 1969, Software AG today is Europe’s largest and most established systems
software provider. 1t is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004
Software AG posted 411 millicn euros in total revenue.
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Director Media Relations
Uhlandstr.12

64297 Darmstadt
Germany

Tel: +49 6151 92-1787
Fax: +49 6151 92-1621
press@softwareag.com
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PRESS RELEASE

Software AG expands in-Latin America
Darmstadt, Germany, 14.07.2005

Software AG (Frankfurt TecDAX: SOW), today announced a direct market
presence in Central America and the Caribbean through the acquisition of
APS Venezuela and five sister companies in Panama, Costa Rica and Puerto
Rico. APS Venezuela has been a Software AG distributor for over 25 years
and has a well established reputation in delivering high performance
transactional systems for large customers in banking, manufacturing, the
oil and mining industries, and public administration. This acquisition is
another step in the implementation of Software AG’s growth strategy in
Latin America, following the opening of offices in Chile.

“We see great potential in Latin America, with industry analysts forecasting high
growth in IT spending.” said Software AG CEO, Karl-Heinz Streibich. "We believe
that cost control, risk minimization and resolving business issues through IT are
major investment drivers in the region. Software AG’s Service Oriented Architecture
(SOA) approach to Legacy Modernization and Business Integration is ideally
positioned to fulfill these market requirements.”

Andres Zancani, founder and previously majority owner of the acquired companies,
will be appointed as the new general manager for Software AG Venezuela and the
Caribbean. “This is an ideal time for Software AG to strengthen their direct market
presence in Central America and the Caribbean,” said Andres Zancani, “and we are
excited by the growth opportunities that this has opened. We have more than 50
large customers using Software AG’s high performance transaction systems. These
customers can now benefit from the full availability of Software AG’s XML Business
Integration portfolio. An established customer base and the resources to address
new market segments give us a solid basis for growth in the region.”

Amongst those customers are public agencies and companies such as the National
Service for Tax Administration, the Bank of Venezuela Grupo Santander and the
BBVA Provincial, in Venezuela; the Public Registry of Panama and the Aseguradora
Mundial of Panama; the General Directorate for Taxes in Costa Rica and the
Treasury Department in Puerto Rico.

Around 40 employees of APS Venezuela and sister companies with expertise on
Software AG’'s technology and sclutions will continue to provide support,
consultancy, marketing, sales and training services. Incentives to retain key
personnel will be introduced to insure continuity of customer service.

The group of companies is now 100% owned by the newly founded Software AG

Latinoamerica S.l. Revenue for the acquired companies was $4.6 million in 2004.
The purchase price is in the range of one-time 2004 revenue. There will also be a
variable earn-out based on future revenue and margin growth.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue.
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Software AG also signs Services Partnership with SAP Germany to provide
integration services based on certified adapters

Darmstadt, 23.06.2005

Software AG (Frankfurt TecDAX: SOW), today announced that its Legacy
Integrator family of adapters enables SAP customers to easily integrate
their legacy systems with the SAP NetWeaver™ open integration and
application platform. The Legacy Integrator family for SAP NetWeaver
includes the XI Adapter for EntireX and XI Adapter for Natural , both of
which have been certified by SAP for integration with SAP NetWeaver,
allowing customers to transparently link legacy applications into their
SAP® solution-based environment. Software AG has also become a SAP
. Software Partner and a Services Partner of SAP Germany, providing
Content Finder i integration services based on these certified adapters. Following Software
Print Page | AG’s integration technology acquisition earlier this year of Sabratec, this
1 Recommend Page | certification and partnership with SAP represents another major step in
. implementing the company’s legacy modernization strategy. Software AG's
objective is to fully address the integration requirements of companies
with legacy investments.

 [SeowredAear  ~]
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The XI Adapter for EntireX and XI Adapter for Natural are fully integrated into the
SAP Exchange Infrastructure (SAP XI), an essential component of the SAP
NetWeaver platform, helping assure central configuration, administration and
monitoring. These adapters are available from Software AG worldwide as part of
the Legacy Integrator family for SAP NetWeaver.

The XI Adapters offer fast integration of existing legacy applications and
acceleration of business processes through real-time data exchange. They can fully
leverage applications running on mainframes, iSeries or UNIX systems,
incorporating them into SAP X1. SAP NetWeaver customers can now benefit from
Software AG’s legacy integration capabilities and experience.

The first adapters are already available and provide bi-directional integration of 3GL
applications, including COBOL, PL/1 and RPG or Software AG’s 4Gl Natural.
Software AG will continue to develop XI Adapters in order to integrate other legacy
systems into SAP XI, incorporating its recently acquired server-based integration
technology.

Volkswagen Financial Services AG is basing its legacy integration on Legacy
Integrator for SAP NetWeaver. “"Volkswagen Financial Services AG has chosen
Legacy Integrator for SAP NetWeaver as it is a highly scalable, easy-to-use and
rapidly deployable solution. With the support of Software AG’s professional services
team, we were able to quickly link SAP solutions with COBOL and Natural.” said
Sven-Torsten Huster, CIO of Volkswagen Financial Services AG.

“This new level of partnership with SAP and certification of the integration of the
Software AG adapters enables us to more fully address the integration
requirements of legacy users,” said Karl-Heinz Streibich, CEO of Software AG. “We
are providing organizations with an evolutionary integration approach that builds
upon the principles of a Service Oriented Architecture.”
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG

posted 411 million euros in total revenue.

SAP, SAP NetWeaver and other SAP products and services mentioned herein as
well as their respective logos are trademarks or registered trademarks of SAP AG in
Germany and in several other countries all over the world. All other product and

service names mentioned herein are the trademarks of their respectives

companies.

For further information: www,sapgateway.com
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PRESS RELEASE

Software AG and Active Endpoints announce a strategic
technology alliance to provide BPEL capabilities for
Software AG’s Enterprise Service Bus (ESB)

Software AG’'s ESB, Enterprise Service Integrator, to include cornerstone
Service Oriented Architecture capabilities using ActiveWebflow™
Technologies

Darmstadt, Germany and Shelton, CT, USA, 08.06.2005

Software AG (Frankfurt TecDAX: SOW), and Active Endpoints, Inc., the
leading independent provider of BPEL solutions, today announced a
strategic technology alliance. Under the terms of this alliance, Software AG
will integrate and redistribute Active Endpoints’ ActiveWebflow products
as a key component of Enterprise Service Integrator. ActiveWebflow is a
family of standards based products that allow organizations to automate
process flows and to quickly and easily define BPEL process compositions
that integrate any Web services application components. To provide native
XML database functionality, Active Endpoints will integrate Software AG’s
Tamino XML Server into ActiveWebflow. In addition to optimizing product
development, the technology and business alliance also promotes joint
sales and marketing activities.

The integration of BPEL with Enterprise Service Integrator (ESI) allows customers
to fully integrate and orchestrate their Business Process Management and Workflow
applications with existing Web Services. The combination of Enterprise Service
Integrator’s ability to expose existing systems as Web Services with BPEL allows
customers to access all their enterprise IT assets within a Service Oriented
Architecture. In effect, customers can re-use existing assets and services to create
new services, quickly, efficiently and non-invasively.

“Organizations have recognized that solutions based on services-oriented
architectures (SOAs) enable their IT systems to closely support their business
functions,” said Jonathan Airey, Software AG’s Vice President of XML Business
Integration. “"A composite application architecture based on the BPEL (business
process execution language) standard will allow our customers to create business
process driven information systems, reducing their integration costs and
significantly increasing the value they can derive from their IT investments. We
have chosen Active Endpoints’ ActiveWebflow solution as it is best-in-class BPEL
technology.”

“The rapid adoption of services-oriented architectures and Web services is making
BPEL the natural choice for systems and business integration,” said Fred Holahan,
CEO of Active Endpoints. “By offering solutions that are platform neutral and 100%
standards compliant, we aim to radically change the economics of the integration
market. With Software AG, we will help customers to quickly achieve success using
BPEL as a cornerstone of their integration strategies, without locking them into
expensive, proprietary vendor relationships.”

Full BPEL support will be available in Enterprise Service Integrator V3.1 and is
planned for release in the fourth quarter, 2005,

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX, Tamino, and ApplinX. Around 2,500 employees in 59
countries support the mission-critical systems of 3,000 customers around the
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world. The company maintains five R&D facilities across three continents. Founded
in 1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004
Software AG posted 411 million euros in total revenue.

As the leading independent provider of BPEL solutions for both commercial and
open source applications, Active Endpoints delivers a comprehensive suite of
business and systems integration products. Unlike first-generation EAI, EDI and
B2B integration companies, Active Endpoints’ solutions are fundamentally designed
for use in services-oriented applications, particularly those based on Web services.
Active Endpoints’ customers achieve rapid, quantifiable ROI by linking business
processes, enterprise and legacy applications, databases, Web services, and human
workflows both within and across enterprises. Through this seamless integration,
customers can reduce costs, develop new revenue opportunities, strengthen
relationships with customers and partners, substantially increase supply chain
efficiencies, and streamline internal business processes. Active Endpoints
distributes its ActiveBPEL™ engine under open source licensing terms through the
Company’s subsidiary, ActiveBPEL, LLC. For more information, please

see www.active-endpoints.com and www.activebpel.org.
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PRESS RELEASE

Personnel Issue
Darmstadt, 17.05.2005

Andreas Zeitler, Member of the Board, Software AG and Head of the Region
Central Europe/Asia has decided to leave Software AG to follow new
career opportunities. Karl-Heinz Streibich, CEO of Software AG, will
assume responsibility for the Region Central Europe/Asia until the
company has assigned a successor.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue.
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PRESS RELEASE

Software AG and IDS Scheer form a Strategic Partnership
to deliver a Business Process Management solution within
a Service Oriented Architecture

Darmstadt and Saarbriicken, Germany, 13.05.2005

Software AG and IDS Scheer AG announced a partnership to combine IDS
Scheer AG“s ARIS Platform with Software AG “s Enterprise Process
Manager and XML Business Integration products. This complete business
process management suite will improve organizations ability to quickly
integrate data in real-time and align back end functionality with changing
business requirements, within a Service Oriented Architecture (SOA).

Under the first phase of the partnership, IDS Scheer provides its products ARIS
Business Architect for business process design and ARIS Process Performance
Manager™ (ARIS PPM) for business process monitoring and analytics. Software AG
provides its Enterprise Process Manager and XML Business Integration products.
Furthermore, the two companies plan to deliver joint products in the first quarter of
2006.

This further addition to Software AG’s Business Process Management (BPM)
portfclio enhances the company’s powerful BPM offering. Customers, who have
currently designed business processes with ARIS, will be able to export the process
models to Software AG’s Enterprise Process Manager for process execution. With
ARIS PPM, the implemented processes can then be visualized and analyzed for
process optimization and improvement purposes.

Customers will benefit from the continuous business process management provided
through the ability to dramatically reduce the time needed to execute change. This
will allow them to achieve real-time business agility providing international
competitive advantages and improving both bottom and top line results.

As well as joint sales and marketing activities, Software AG and IDS Scheer will
offer consulting services to support customers which implement Business Process
Management. IDS Scheer AG will provide Business Process Consulting services and
Software AG XML Business Integration services.

"We are delighted to be working with IDS Scheer, a recognized market leader in
providing innovative business process solutions” said Karl-Heinz Streibich, CEO of
Software AG. "We have a common vision for Business Process Management and
offer complementary technology."”

Helmut Kruppke, CEO of IDS Scheer AG: "IDS Scheer decided to partner with
Software AG due to their proven success in over a thousand legacy integration
projects and the breath of the integration portfolio. In the framework of this
partnership we can offer our customers process-oriented and seamless integration.

n

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX, Tamino and ApplinX. Around 2,500 employees in 59
countries support the mission-critical systems of 3,000 customers around the
world. The company maintains five R&D facilities across three continents. Founded
in 1969, Software AG today is Europe’s largest and most established systems
software provider, It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004
Software AG posted 411 million euros in total revenue.




The software and consulting company IDS Scheer (Saarbriicken) develops
corporate solutions for Business Process Management. With its ARIS product family,
the company offers its customers an integrated and complete tool portfolio for
design, implementation and controlling of business processes. As a part of the ARIS
Process Platform, ARIS Toolset is the number one selling process modeling tool in
the world. A strategic co-operation with SAP makes the ARIS tools and methods
standards for the NetWeaver platform. ARIS SmartPath represents a tool that will
make rapid SAP introduction a reality for SME as well. Thanks to the integrated
approach of ARIS Value Engineering (AVE), IDS Scheer consultants view their
customers’ enterprises holistically. AVE means building bridges between corporate
strategy, the processes derived from it, the IT solutions needed to support it and
also the controlling of running processes. Application Management and Outsourcing
with own data processing service centers also belong to the company's portfolio.
IDS Scheer was founded in 1984 by Prof. August-Wilhelm Scheer and now serves
about 4,000 customers in over 50 countries through a network of its own branch
offices and partners. In 2004, the company earned revenues of about 280 million
Euro (preliminary figures). More than 2200 people are working for IDS Scheer
worldwide. In Germany, IDS Scheer is among the top 10 IT service providers. In
Central and Eastern Europe, it is recognized as a market leader. IDS Scheer is
listed in the TecDAX on the Frankfurt Stock Exchange, and is thus ranked among
the 110 leading companies traded on the stock exchange, also known as the

DAX110.
. Contact: or:
Software AG IDS Scheer AG
Paul Hughes Susanne Paul
Director Media Relations Investor Relations / Financial Press
Uhlandstr.12 Germany
64297 Darmstadt Tel: +49 (0) 681 210 - 3210
Germany Fax: +49 (0) 681 210 - 1221
Tel: +49 6151 92-1787 susanne.paul@ids-scheer.de
Fax: +49 6151 92-1621 http://www.ids-scheer.com

press@softwareag.com
http://www.softwareag.com

IDS Scheer AG

Irmhild Plaetrich

Public Relations

Germany

Tel: +49 (0) 681 210 - 3680
Fax: +49 (0) 681 210 - 1221
i.plaetrich@ids-scheer.de
http://www.ids-scheer.com
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PRESS RELEASE

Software AG increases operating income (EBIT) by 19% to
€18 million in first quarter 2005 on strength of higher
revenues and effective cost control

Darmstadt, 28.04.2005

Software AG (Frankfurt, SOW) today announced its results for the first
quarter ended March 31, 2005. Operating income (EBIT) rose to €18
million, an increase of 19% over the €15.1 million for the corresponding
period of 2004. The operating margin (EBIT as a percentage of revenue)
for the first quarter was 18%, an increase of more than two percentage
points over the 16% margin recorded for the year-ago period. The
improvement in operating income was driven by higher revenues, which
rose by 5% (or 6% on a currency adjusted basis) to €100.3 million from
€95.7 million for the year-ago period. The increase in revenues resulted
primarily from higher license revenues, most notably for the XML Business
Integration line of business, which the company sees as a strategic focus
for growth. In addition, a sustained focus on effective cost control allowed
the company to improve its operating margin while continuing to invest in
the expansion of its business.

View detailed Q1 results here.

Growth in license revenue driven by XML Business Integration

Total license revenues for the first quarter rose to €27 million, up 16% over the
€23.3 million of the year-ago period. License revenues for Enterprise Transactions
Systems (ETS) rose by 9% to €£19.9 million, reflecting the continued strength of
this business line, License revenues for XML Business Integration, including third
party sales, increased by 52% (net of currency) to €6.9 million as a result of new
product launches and intensified marketing. This was the second quarter of double-
digit license growth for XML Business Integration, following an increase of 20% (net
of currency) in license revenues for the fourth quarter of 2004. Revenue for
maintenance was €43.7 million, a decline of 1% from the year-ago period
(unchanged on a constant currency basis), while revenue for professional services
increased by 4% to €29.2 million.

Region North America/Northern Europe the most dynamic region

The North America/Northern Europe geographical segment including South Africa
saw the most dynamic growth during the first quarter, with revenues of €44 million,
an increase of 10% from the year-ago period. The region confirmed its role as the
company’s most important geographical market with 44% of total revenue in the
first quarter in comparison with 42% in the year-ago period. Southern and Western
Europe (with Latin America) had revenues of €30.3 million (up 2%) while Central
and Eastern Europe with Asia recorded revenues of €26.4 million (also up 2%).

Improved operating margin through cost control

The improvement in operating margin to 18% (up 2 percentage points from 16% in
the year-ago period) reflected the company’s continued success in maintaining cost
discipline while investing in the expansion of the business. While ensuring cost
discipline, the company also pursued its growth strategy by introducing new
products, primarily in the XML Business Integration line of business, entering new
geographical markets, and reinforcing its technological offering through targeted
acquisitions or partnerships. The total number of employees remained substantially
unchanged at 2,515 (in comparison with 2,512 a year ago), although the
percentage of employees outside Germany rose from 64% a year ago to 70% in
the first quarter of 2005, reflecting the company’s focus on expanding its business
geographically while managing its cost base.

Net income and earnings per share also increase by 19%
Net income rose to €11.7 million, an increase of 19% over the year-ago period.
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This represented a return on sales (ROS) of 12% in comparison with 10% a year
ago. Earnings per share were €2.43, also up 19% over the first quarter of 2004, as
there was no change in the average number of shares outstanding.

"“The results for the first quarter confirm that the value of our business strategy,
including a renewed focus on the customer, is being recognized in the market,” said
CEO Karl-Heinz Streibich. "We are well on our way to achieving our objectives for
the current year. In addition, the improvements in our operating performance are
flowing through to our shareholders, who are seeing a significant improvement in
earnings per share.”

Strong balance sheet, sustained positive cash flow

Total shareholders’ equity on March 31, 2005 was €336.9 million, an increase of
17% from the year-ago period. The equity to assets ratio rose to 62% from 55% a
year ago. Cash and cash equivalents were €134.7 million, up 62% from €83.1
million. The improvement in the balance sheet ratios reflected the company’s
sustained strong operating cash flow which, for the first quarter of 2005, amounted
to €21.8 million, more than double the €10.7 million for the year-ago period. The
strength of the balance sheet is a critical factor in giving the company the flexibility
to pursue its long-term business strategy.

Outlook

The company does not intend to modify its outlook for 2005 at this time.
Accordingly, Software AG continues to expect revenue growth for the year as a
whole in the range of four to six percent, net of currency effects. The company also
continues to project an operating EBIT margin for the year as a whole between 20
and 22 percent. “"We are pleased that we have succeeded in achieving our initial
objectives for 2005,” said Karl-Heinz Streibich. “Going forward, we intend to build
on these initial successes to achieve the momentum that will carry us to our longer-
term goals.”

View detailed Q1 results here.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX, Tamino and ApplinX. Around 2,500 employees in 59
countries support the mission-critical systems of 3,000 customers around the
world. The company maintains five R&D facilities across three continents. Founded
in 1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004
Software AG posted 411 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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PRESS RELEASE o LT

Software AG achieves objectives for first quarter 2005
Darmstadt, 12.04.2005"

Software AG (Frankfurt, SOW) has achieved its financial objectives for the
first quarter of 2005 to March 31. On the basis of the preliminary results,
total revenue for the period increased by 6% (net of currency) to
approximately € 100 million. As a result, Software AG already succeeded in
the first quarter in reaching the upper limit of the 4% to 6% (net of
currency) range set as a target for the full year 2005. Total license
revenue increased by 15% 1.0 approximately € 27 million. License revenue
for Enterprise Transactions Systems rose by 9%, confirming the stability of
this business line. Of particular note was the progress achieved in XML
Business Integration. License revenue for this business line increased by
33% (or more than 50% inc¢luding third party sales), reflecting the launch
in the first quarter of new products which gained traction in the market
more rapidly than planned. Revenue for maintenance was little changed in
comparison with the previous year at approximately € 44 million, while
revenue from professional services increased by 4% to approximately € 29
million. On the strength of the higher revenue and sustained cost control,
the operating EBIT margin rose to 17% to 18% in comparison with 15,8%
for the year-ago period.

“The preliminary results confirm that we are well on our way to achieving our
objectives for the current year,” said CEO Karl-Heinz Streibich. “The double-digit
increase in license revenue in XML Business Integration - for the second quarter in
a row - shows that we have successfully motivated our sales force and confirms
that our strategy for our integration business is on target and accepted by the
market. We have also maintained cost discipline while growing the business
through the introduction of new products and expansion in new geographical
markets. This is reflected in the higher EBIT margin for the first quarter. While the
preliminary results for the first quarter are very positive, we do not intend to revisit
our guidance for 2005 at this time. ”

Software AG will announce its detailed results for the first quarter of 2005
on April 28.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstrasse 12

64297 Darmstadt
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Events information integration product to incorporate Semantic Web technology

Darmstadt, Germany, 09.03.2005

Software AG today announced the worldwide release of its Enterprise
Information Integrator (EII) version 2.1 an important building block in
implementing a Service Oriented Architecture. EII V2.1 is the first globally
available information integration product to use Semantic Web technology.
By dynamically combining the meaning and context of business data with
the rules that govern its usz2, Enterprise Information Integrator provides
business leaders with the resources to make faster decisions based on real
time information availability.

Enterprise Information Integrator version 2.1 is designed to help organizations
meet the demand for fast and agile data integration within a Service Oriented
Architecture framework. Enterprise Information Integrator creates real-time “views”
of appropriate business data, which is often distributed across multiple systems
throughout an organization. Because these views reflect real-time changes to the
Secured Area: =] 0 data (including its context, meaning and usage ruies), the business decision maker
L ' is presented with the most recent and relevant information.
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"Organizations that want to become more effective and efficient must capture the
meaning of data and services in a way that is both reusable and relevant to
business users," said Jonathan Airey, Software AG’s Vice President of XML Business
Integration. "This semantic-based approach to integration turns raw data into
useable information by presenting it in a dynamic business context versus a static
data view."

Because Enterprise Information Integrator adds business context to data, and
incorporates data into a real-time information model, the product complements
traditional data integration approaches that focus on historical data analysis.
Notable enhancements to version 2.1 of Enterprise Information Integrator include:

m Support for W3C Semantic Web standards, including Web Ontology
Language (OWL) and Resource Description Framework (RDF)

® A new Eclipse-based graphical design studio, enabling easier creation of
information models and dynamic views

m Expanded security capabilities that authenticate against all standard security
systems - including those used by mainframes

Enterprise Information Integrator enables information analysts to model the
complex relationships between data elements. Using information models is much
faster than coding, and allows information views to be easily altered and reused as
business demands change.

Enterprise Information Integrator version 2.1 is part of Software AG’s XML Business
Integration portfolio, and currently runs on Windows XP, Windows Server 2003, and
Sun Solaris.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries

httn://www 1 .softwareae.com/Corporate/News/PressRoom/pressreleases/20050309 E... 25.07.2005



support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue (unaudited).

Contact:

Software AG

Paul Hughes

Director Media Relations
Uhlandstr.12

64297 Darmstadt
Germany

Tel: +49 6151 92-1787
Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com
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Ad hoc disclosure according to § 15 WpHG:

Fujitsu and Software AG Announce a Strategic Alliance to
Deliver a Joint Integration Offering for Service Oriented
Architecture

Tokyo, Japan / Darmstadt, Germany, 01.03.2005

Fujitsu Limited and Software AG today announced their intent to jointly
develop, market and sell an offering that will help customers improve
business processes and increase information visibility through a leading
service-oriented architectura (SOA) infrastructure. SOA is a standards-
based organizational and design methodology for redesigning business
systems and applications to more closely align with the functional
processes of the organization.

By leveraging the companies’ complementary technology platforms and global R&D
expertise, Fujitsu and Software AG intend to deliver a methodology with a
framework and integrated metadata repository designed to speed development,
improve business productivity and enable flexibility to meet changing busi}e'ss
demands. ]

Through this partnership, Fujitsu and Software AG plan to introduce a joint offering
in the summer of 2005. Software AG is currently offering Interstage Business
Process Manager, Fujitsu's business process management solution, in conjunction
with its suite of products.

You can find further information in our additional press release.

a
Contact: or:

Software AG Software AG
Otmar Winzig Susanne Eyrich

VP Investor Relations
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com

http://www.softwareag.com

VP Corporate Communications
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201

Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com
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PRESS RELEASE

Fujitsu and Software AG Announce a Strategic Alliance to
Deliver a Joint Integration Offering for Service Oriented
Architecture

Tokyo, Japan / Darmstadt, Germany, 01.03.2005

Framework to Enable Business Agility and Productivity through Integration
of Processes and Single View Technology

Fujitsu Limited and Software AG today announced their intent to jointly
develop, market and sell an offering that will help customers improve
business processes and increase information visibility through a leading
service-oriented architecture (SOA) infrastructure. SOA is a standards-
based organizational and design methodology for redesigning business
systems and applications to more closely align with the functional
processes of the organization.

By leveraging the companies’ complementary techneology platforms and global R&D
expertise, Fujitsu and Software AG intend to deliver a methodology with a
framework and integrated metadata repository designed to speed development,
improve business productivity and enable flexibility to meet changing business
demands.

Through this partnership, Fujitsu and Software AG plan to introduce a joint offering
in the summer of 2005. Software AG is currently offering Interstage Business
Process Manager, Fujitsu’s business process management solution, in conjunction
with its suite of products.

"Software AG shares Fujitsu’s values of customer focus, continual innovation and
excellence in all aspects of business," said Yoshiyuki Tanakura, Corporate Vice
President, Fujitsu Limited. "The fact that our respective technologies and business
perspectives fit together so well points to significantly reduced time-to-market for a
joint offering. This is very good news for our customers."

"Today’s announcement marks a significant milestone in Fujitsu and Software AG'’s
commitment to bring substantial benefits to our current and future customers," said
Karl-Heinz Streibich, CEO of Software AG. "By bringing together our
complementary technologies and our mutual understanding of the evolving role of
global IT, we can offer a compelling new approach to business integration."

"SOA is the technical foundation underneath service-oriented IT. Services provide
the incremental building blocks around which business flexibility revolves, but
services need a supporting architecture for their deployment, delivery, and
management,” notes John R. Rymer, vice president at Forrester Research. In his
December 2004 report, Integration Landscape 2005, he adds, "SOA delivers
business value on three dimensions: connections, change, and control.”

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2004 Software AG
posted 411 million euros in total revenue (unaudited).
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Fujitsu is a leading provider of customer-focused IT and communications solutions
for the global marketplace. Paca-setting technologies, highly reliable computing and
communications platforms, and a worldwide corps of systems and services experts
uniquely position Fujitsu to deliver comprehensive solutions that open up infinite
possibilities for its customers' success.

Headquartered in Tokyo, Fujitsu Limited (TSE: 6702) reported consclidated
revenues of 4.7 trillion yen (US$45 billion) for the fiscal year ended March 31,
2004. For more information, please see www.fujitsu.com

Contact:

Software AG

Paul Hughes

Director Media Relations
Uhlandstr.12

64297 Darmstadt
Germany

Tel: +49 6151 92-1787
Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com

Fujitsu Limited
Public and Investor Relations
Inquiries: http://www.fujitsu.com/global/news/contacts/index.htmi

United States
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Software AG reports significant profit improvement in 2004
Darmstadt, Germany, 15.02.2005

Software AG announced a successful financial turnaround in 2004,
Revenue was EUR 411.4 million, a slight increase over 2003, at constant
currency rates. License revenue increased by 9.5 percent, net of currency
effects 11 percent. Total product revenue was up 4 percent to EUR 296.8
million, net of currency effects. Operating EBIT increased by 42 percent to
EUR 83.9 million with a 20.4 percent revenue margin. Software AG
increased profit before tax to EUR 1 A.7 million. This included
extraordinary income of EUR 24.5 million from the sale of SAP SI shares.
Net income increased significantly to EUR 77.2 million compared to EUR
7.1 million in 2003. Earnings per share were EUR 2.83, compared to EUR
0.26 in 2003, including EUR 0.88 from the SAP SI shares.

The company will recommend a dividend payment of EUR 0.75 at the
Annual Shareholder’s meeting. This is a dividend yield of 3.25 percent
based on the average 2004 share price.

Fourth quarter revenue and earnings figures were in line with the annual
figures. They showed stable revenue, at constant currency rates, of EUR
112.8 million, an operating EBIT of EUR 23.6 million and net income of EUR
15.3 million, compared to EUR 4.2 million in Q4, 2003.

View detailed Q4 results here.

Stable Revenue

The company posted revenue of EUR 411.4 million, for the full year, compared to
EUR 420.0 million in 2003 including a total currency effect of EUR 10.6 million.
Sales volume in local currency increased by EUR 2 million, a 0.5 percent increase.
Product revenue was increased by 4 percent, net of currency effects, to EUR 296.8
million, driven by a 11 percent increase in license revenue. Both business lines
increased license revenue Enterprise Transactions Systems by 14 percent and XML
Business Integration by 2 percent, both net of currency effects. Professional
services returned revenues of EUR 112.8 million (8 percent down on 2003).

Operating EBIT up 42%

The company reduced operating expenses, (cost of sales plus R&D, administration
and sales/marketing expenses), by 13 percent to EUR 320.8 million (EUR 368
million in 2003). This allowed Software AG to return a 42 percent increase in
operating profit (operating EBIT) of EUR 83.9 million. The aperating EBIT margin
was 20.4 percent. There was amortization write down of EUR 1.9 million, the
remaining goodwill from the acquisition of the IC Group in Holland in 2001.

Profit before tax was EUR 111.7 million (EUR 13 million in 2003), including EUR
24.5 million from the sale of SAP SI shares. The company posted net income of
EUR 77.2 million as compared to EUR 7.1 million in 2003.

Earnings per share were EUR 1.95 based on operating results plus EUR 0.88
through the sale of SAP SI shares giving a total of EUR 2.83 per share.

Solid Balance Sheet

Cash and cash equivalents rose to EUR 119.1 million (74.1 million in 2003).
Software AG continues to have no bank liabilities and has unused credit lines at its
disposal. Total assets rose to EUR 510.7 million, EUR 505.6 million in 2003. Trade
receivables remained at EUR 124 million. The equity-to-total-assets ratio rose to 63
percent, the highest since the initial public offering in 1999.

Healthy cash flow

The operating cash flow more than doubled to EUR 28.9 million (EUR 13.5 million in
2003) with free cash flow more than trebling to EUR 22 million (EUR 5.9 million in
2003). Allowing for the reversal of factoring and the cash-out of re-structuring
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charges, Software AG returned an organic cash flow of EUR 54.7 million (EUR 55.1
million in 2003).

The recommended dividend payment is EUR 0.75 per share, a yield of 3.25 percent
based on the average 2004 share price.

The effective headcount dropped between the 31st of December 2003 and the 31st
of December 2004 from 2,577 to 2,438.

Successful strategy implementation

The implementation of the strategy, initiated by CEO, Karl-Heinz Streibich, in
December 2003, was started in the first quarter 2004, The concentration on
Software AG’s core competencies “High-performance databases with user-friendly
programming languages (Adabas and Natural)” and “Integration of an enterprise’s
existing applications using Software AG's XML expertise” resulted in the foundation
of the business lines, Enterprise Transaction Systems and XML Business
Integration. This also considerably expanded Software AG’s added value.

Development and sales of non strategic products and solutions was stopped.
Concentrating on two core areas led to the dissolution of some units within the
company. At the same time, Software AG strengthened the personnel structure in
customer-oriented areas.

The country subsidiaries were focused on both business lines as was Research and
Development.

Software AG instituted an executive customer visit program. This program has
opened the doors to customer’s decision-makers. In addition this program raised
the overall awareness of Software AG within the customer base.

Modernizing the product portfolio

Software AG’s Research and Development concentrated on the products and
solutions that best meet the customers’ expectations. In addition the company
internationalized locally developed vertical industry solutions.

Geographical consolidation
Software AG restructured its originally four regions into three, based on language
and cultural similarities.

The Anglo-American zones and Northern Europe make up one region.

Southern Europe and Latin America are in another region. First successes with this
organization resulted in contracts with the government of Chile three months after
the restructuring.

Based on market demands of eastern emerging markets rather than language,
Software AG grouped the Central and Eastern European states, APEC member
states, and Russia.

These changes allowed a successful financial turnaround and positioned Software
AG for growth in 2005.

Outlook 2005

Software AG expects revenue growth in the range of four to six percent, net of
currency effects. The ETS business line is expected to return stable revenue with
growing revenue from the XML Business Integration solutions, primarily in the
second half of 2005.

The operating EBIT margin is expected to be between 20 to 22 percent in 2005.
Free cash flow of around 2 Euros per share is also expected.

Further strategic developments are planned to expand the product portfolio
including acquisitions and partnering.

The acquisition of Sabratec was completed in February adding a strategic
technology offering to the legacy modernization and integration portfolio.

View detailed Q4 results here.
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Software AG recommends a dividend payment
Darmstadt, Germany, 28.01.2005

Software AG’s Supervisory Board today decided to recommend a dividend
payment of Euro 0.75 at the Annual Shareholder’'s meeting in 2005. This
represents a dividend yield of 3.25 percent. There are currently 27.3
million shares entitled to a dividend.

The resumption of a dividend payment is due to the positive developments
following Software AG's focus on its core competencies of Enterprise Transaction
Systems modernization and XML Business Integration. The dividend yield of 3.25
percent is based on the average 2004 share of euro 23.09. This dividend yield is
significantly higher than the average yield in the technology sector and one of the
highest German stocks.

Software AG'’s share price grew by 46 percent in 2004. Concurrently, the TecDax
declined by 3.75 percent, the Nasdag-100 grew by 10%. This positive development
reflects that the company has defined and is implementing a sustainable strategy,
has a solid balance sheet, has no debts and has a stable customer base.

Software AG's previous dividend payment, of Euro 0.43 per share, was for the
financial year 2001. The current recommendation is indicative of future dividend
payments, “Future profit distribution will also be based on Free Cash Flow,
operating profit, and the financing of planned company growth from our own
resources” said Karl-Heinz Streibich, Chief Executive Officer at Software AG.
“Therefore, our current position is that we can facilitate a continuous dividend
development and reconcile shareholder’s profit taking with company growth”

The Software AG Foundation currently holds approximately 32 percent of Software
AG’s capital, institutional investors around 58 percent and private investors the
remaining 10 percent.

The financial results for 2004 will be published on February 15th. The Annual
Shareholder's meeting takes place on May 13th.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments, Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue,

Contact:

Software AG

Paul Hughes

Director Media Relations
Uhlandstr.12

64297 Darmstadt
Germany

Tel: +49 6151 92-1787
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PRESS RELEASE

Ad hoc disclosure according to § 15 WpHG: Dividend
Payment

Software AG announces a dividend payment

Darmstadt, Germany, 28.01,2005

Software AG plans to pay a dividend of Euro 0.75 per share for 2004. The
Supervisory Board decided at today’s session to submit such a
recommendation to the Annual Shareholders’ Meeting on May 13th. The
recommended dividend of Euro 0.75 represents a dividend yield of 3.25%
based on the average share price in 2004 (Euro 23.09). There are currently
27.3 million shares entitled to a dividend payment.

The financial results for 2004 will be published on February 15th, 2005.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:

Software AG

Otmar Winzig

VP Investor Relations
Uhilandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www,softwareag.com
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PRESS RELEASE

Software AG receives YES CERTIFICATION for SUSE LINUX
Enterprise Server

Darmstadt, Germany, 24.01.2005

Tamino XML Server V4.2 has received the Novell® YES CERTIFIED
compatibility designation with SUSE LINUX Enterprise Server 9. As the
world’s leading XML server, Tamino is an integral part of Software AG's
XML Business Integration portfolio supporting Software AG’s proven e-
Government and insurance industry solutions. Through the YES CERTIFIED
Program, Novell assures customers that third-party products, such as
Tamino, are compatible with Novell products.

Tamino XML Server allows customers to rapidly deploy XML throughout the
organization. This provides real-time information integration and a single customer
view enabling rapid, fully inforrmed business decisions.

"Achieving the Novell YES CERTIFIED designation demonstrates Software AG’s and
Novell’s determination to provide customers with XML based solutions that meet
the strictest of standards while leveraging the latest in open source platforms," said
Jonathan Airey, Vice President XML Business Integration at Software AG.

"With this certification, customers using SUSE LINUX and Software AG technology
can depend on enterprise-wide compatibility that combines industry leading Linux
and XML support and services. Offering our customers the freedom to embrace
open standards technology is an integral component of our ‘Customer First’
approach”, he added.

Software AG and Novell are working together as leaders in delivering Linux based
solutions. "This certification is & major step in developing our partnership further,”
said Brian Green, Director of Linux Solutions Management & Marketing at Novell. "It
forms the basis for the joint development of industry specific solutions. We are very
pleased with the value we are zble to provide our customers. Certifying Tamino
XML Server V4.2 enables customers to further leverage Linux and SUSE LINUX in
particular. Customers can now combine the best in open source software with the
best in open standards software".

For more information on XML Business Integration, full platform availability, and
how Service Oriented Architecture’s (SOA) can support your organization please
visit us here.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:
Software AG
Paul Hughes

25.07.2005
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PRESS RELEASE

Software AG to acquire legacy integration technology
company Sabratec Ltd.

Darmstadt, Germany, 07.01.2005

Software AG plans to acquire Sabratec Ltd., one of the top visionaries in
the legacy integration market. The privately-owned company,
headquartered in Israel, is recognized worldwide for its ApplinX legacy
integration technology. The combined capabilities of the two companies
will provide customers around the world with the power to quickly and
easily integrate virtually all of their mission-critical legacy applications
with the newest business architectures.

The ApplinX product is highly synergistic with Software AG’s Enterprise Transaction
Systems and XML Business Integration portfolios. The ApplinX technology focuses
on helping the great majority ¢f mainframe customers - with applications written in
COBOL - to cost effectively extend those applications to other business systems.
(Sabratec currently serves approximately 200 customers worldwide including the
USA, Europe, South America and Australia). With around 2,000 Adabas/Natural
customers, Software AG provides products that help companies preserve
investments in their legacy applications. The combined entities will expand
Software AG’s modernization and integration portfolio to serve a broader global
community.

“The planned acquisition of Sabratec and its innovative ApplinX integration
technology will further position Software AG as a strategic partner to its existing
and new customers,” said Karl-Heinz Streibich, CEO of Software AG. "It will also
allow us to expand our market-share while better positioning the company for
organic growth.”

"I am proud that Software AG has chosen the ApplinX technology after extensive
market research,” said Orna Minz-Dov, CEQ of Sabratec. "The management team is
looking forward to increasing siuccesses with Software AG and extremely pleased to
be working with such a successful and stable company”.

As part of the agreement, Software AG will acquire Sabratec’s Israeli headquarters
as well as Sabratec, Inc., located in New York. In addition, Sabratec’s partners in
14 countries worldwide will be able to better serve their customers by offering a full
line of proven XML-based integration solutions from Software AG.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents, Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:
Software AG
Susanne Eyrich
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Mergers & Acquisition

Darmstadt, Germany, 07.01.2005

Software AG plans to acquire 100 percent of the shares of privately owned
Sabratec Ltd., Tel Aviv, a vendor of integration software. A share purchase
agreement has been reached with the majority of the shareholders today,
following a letter of intend dated November 30, 2004 and subsequent due
diligence. The Supervisory 3oard of Software AG agreed to the planned
deal on December 8, 2004.

. The purchase price of seven million US Dollars will be paid in cash after closing. In

" Content Finder . addition the former shareholders of Sabratec will receive a future revenue based
Print Page i earn-out over the next three years up to a total amount of four million US

i Dollars.

, Recommend Page

Sabratec is the first example of Software AG’s announced acquisition strategy,
which is focused on product components to enhance core competencies and to
position the company as a strategic partner to existing and new customers.
Software AG will assume responsibility of 16 employees, mostly software
developers, who will continue to work in Tel Aviv,

Software AG’s primary interest is ApplinX, the main product developed by Sabratec.
This integration software expands Software AG’s legacy modernization product
portfolio. It enables the company to fully address the modernization and integration
requirements of legacy users. Most important is the opportunity to win new
customers in the large COBOL community.

Sabratec currently serves approximately 200 customers worldwide including the
USA, Europe, South America and Australia. Founded in 1997 in Israel, it has
distribution partners in 14 countries around the world and a subsidiary in New York.
The acquisition showed growing product revenue (circa 3 million US dollars) and
profit in 2004. The Board of Software AG expects to accelerate this trend and thus
the acquisition to be accretive in terms of revenue and net profit from the first
year.

Note: The German_language version is legally binding.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition toe modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/’20050107 ad... 25.07.2005




fsearch

News

Latest News

Press Room
Press Releases
In the News
Photos & Artwork
Press Contacts
Company Info

Events

3 Content Finder
Print Page
Recommend Page

- [SecwedAra ~ 17

; {Country Sites: |

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20050103_Sy... 25.07.2005

You are here: Home > News > Press Room > Press Releases

PRESS RELEASE

Personnel: Software AG names Alfred Pfaff head of SAG
Systemhaus GmbH

Darmstadt, Germany, 03.01.2005

To strengthen and further expand its German business, Software AG
named Alfred Pfaff, chief representative of IBM Deutschland GmbH, to the
position of managing director at SAG Systemhaus GmbH. He leads
Software AG’s German subsidiary as of January 1, 2005.

Pfaff's special focus will be on sales and distribution of the company’s entire
product portfolio. This portfolio ranges from high performance database
applications and integration technology for heterogeneous applications to the
implementation of local and global integration solutions, along with associated
service offerings. The solutions are for selected industries and branches, such as
public administration, insurance, and health care. SAG Systemhaus GmbH is
Software AG’s largest country subsidiary in its "Region Central Europe and Asia.” In
addition to German-speaking European countries, "Region Central Europe and Asia”
also serves CEE states, Russia, APEC member states, and the Middle East. SAG
Systemhaus GmbH is headquartered in Darmstadt, Germany, and has branch
offices in Berlin, Diisseldorf, Hamburg, Munich, Nuremberg, and Stuttgart.

Prior to joining SAG Systemhaus GmbH, Pfaff was the chief representative of IBM
Deutschiand GmbH, where he was responsible for sales and distribution to
communications and utility industries in Germany, Austria, and Switzerland. While
there, he reorganized the sales and distribution group. Pfaff, who has a degree in
electrical engineering, began his career in 1984 at IBM Deutschland. He has also
worked at British Telekom Deutschland GmbH and CNI GmbH, now known as
Vodafone-Arcor. In 1996, he returned to IBM Deutschland GmbH as director
telecommunications industry. Pfaff's move to Software AG is further evidence of the
importance that Software AG has in the German and European software industries,
as Germany's second-largest software company.

Until Pfaff's appointment, Andreas Zeitler was responsible for Software AG's
German business as managing director of SAG Systemhaus GmbH. Zeitler will
continue to work on expanding the company’s international business in his position
as the member of the board responsible for the “"Region Central Europe and Asia.”

Software AG is implementing a strategy of strengthening and deepening
international business. To that end, the company has hired country managing
directors in order to unburden it:s regional board members from the additional task
of managing the country subsidiaries. Dave Powell has taken over leadership of
Software AG UK. Previously this position was held by Mark Edwards, member of the
board responsible for "Region North America/ Northern Europe,” in a dual role. In
2004, Software AG named Roberto Armifio Cuervo Managing Director of Software
AG Espaiia. Until Cuervo’s appointment, member of the board Christian Barrios
Marchant acted as the subsidiary’s managing director in addition to performing his
duties as head of “Region South.”

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG




posted 420 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www softwareag.com
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PRESS RELEASE

Software AG extends its integration business to include
organizational processes

Darmstadt, Germany, 02.12.2004

With effect from December 1, Software AG has appointed the Business
Process Management (BPM) specialist Tobias Rother to build its BPM
business unit. This raises the company’s integration business to the level
of organizational processes.

As Vice President BPM, Tobias Rother is responsible for building the BPM team
within the business line XML Business Integration.

Business Process Management (BPM) involves continuously improving
organizational process efficiency along the full value chain. This enables
organizations to raise their service quality and reduce costs through accelerated
and more efficient product and administration processes. The introduction of BPM is
a prerequisite for organizations to quickly and flexibly react to market
requirements.

Tobias Rother previously worked for Staffware AG, a leading BPM vendor. As
Principal Managing Director he built the BPM business within Germany. Before
joining Staffware he worked for Day Software GmbH, Docutec AG and Océ
Deutschland GmbH. He has more than ten years’ experience in IT sales and
strategy as well as a business administration qualification. He brings to Software
AG extensive knowledge of Content Management, Document Management,
Workflow and Enterprise Application Integration.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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PRESS RELEASE

Personnel: Software AG appoints Dr. Peter Kiirpick to the
Board of Directors

Darmstadt, Germany, 19.11.2004

Software AG has appointed Dr. Peter Kiirpick to the Board of Directors with
responsibility for the "XML Business Integration" division, to further
expand this strategic businzss unit. The appointment takes effect on April
1, 2005. As Chief Technology Officer Dr. Kiirpick will be responsible for
Software AG's integration business.

The full XML Business Integration business line will report directly to Dr. Kirpick,
whose responsibilities will include R&D and product marketing.

As Senior Vice President of a major NetWeaver development division at SAP, the 38
year old is currently responsible for the development of SAP integration technology
in six development centers across the world. Dr. Klrpick has a deep understanding
of the development of application and systems software. He also has extensive
experience in product marketing, the development of go-to-market strategies, in
running customer projects, and the management of international business units.

"We are very pleased to have won Dr. Klrpick to fill this responsible position. We
are thus strengthening the strategic XML Integration business unit. We are focusing
on the technical challenge of integrating existing applications and developing
systems that enable a single view on all relevant information at all times," stated
Karl-Heinz Streibich, Software AG CEO, on the decision to appoint Dr. Peter
Kdrpick. "Driving and managing the development of Software AG's integration
technologies at an executive level and thus taking on business responsibility is a
challenge I am looking forward to," said Dr. Kirpick, explaining his move from SAP
to Germany's second largest software company.

Dr. Peter Klrpick has a Ph.D in theoretical physics. He rounded off his scientific
studies with a three-year research term in the United States. He started his career
as a software developer at SAP in the area of R/3 ABAP development. He also
served as executive assistant to Prof. Dr. Hasso Plattner, former Co-CEO of SAP
AG, before taking over his current role at SAP AG.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt
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PRESS RELEASE

Ad hoc disclosure

Personnel: Software AG appoints Dr. Peter Kiirpick to the Board of

Directors

Darmstadt, Germany, 19.11.2004

Software AG has appointed Dr. Peter Kiirpick to the Board of Directors with

responsibility for the "XML Business Integration” division, to further

expand this strategic business unit. The appointment takes effect on April
1, 2005. As Chief Technology Officer Dr. Kiirpick will be responsible for

Software AG's integration business.

The full XML Business Integration business line will report directly to Dr. Kurpick,
whose responsibilities will include R&D and product marketing.

As Senior Vice President of a major NetWeaver development division at SAP, the 38
year old is currently responsible for the development of SAP integration technology
in six development centers across the world. Dr. Kiirpick has a deep understanding
of the development of application and systems software. He also has extensive
experience in product marketing, the development of go-to-market strategies, in
running customer projects, and the management of international business units.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and

open system IT environments. [ts offerings are based on the product families

Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG

posted 420 million euros in total revenue.

Contact:

Software AG

Otmar Winzig

VP Investor Relations
Uhlandstrasse 12

64297 Darmstadt

Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com
http://www.softwareag.com
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Software AG launches platform for fast, low-cost reporting
Brussels/Darmstadt, 10.11.2004

Software AG, which specialises in modernising business-critical systems
and integrating information, has developed a platform that helps
organisations to generate reports faster, more simply and at a lower cost,
for both internal and external use. To develop the platform, Software AG
based itself on Internet technology and XBRL (eXtensible Business
Reporting Language), an open technology standard. Software AG will
introduce a test version of its Digital Reporting Platform at the 10th
Annual XBRL International Conference to be held from 15th to 19th
November in Brussels.

Using Software AG's Digital Reporting Platform (DRP), organisations can implement
applications for XBRL baded business reporting up to three times faster than if they
were to develop them themselves. "DRP is the first solution that manages to
conceal the complexity of the XBRL standard,” states Peter Stamps, Director of the
XBRL Business Unit at Software AG. "We are currently talking to some major
system integrators that want to use our DRP to create XBRL systems for their
customers. Our platform gives them a technical edge and enables them to focus on
the business aspects of XBRL implementations."

XBRL is an electronic format that has been developed based on XML (eXtensible
Markup Language). XML, a standard which simplifies the exchange of documents
and data, is supported by Software AG in all of its services and software. "Since
1998 we have carved out an exceptional reputation as a pioneer in XML
technology,” says Thomas Zanzinger, general manager of Software AG Belux. "The
launch of DRP will enhance that reputation even further."

Software AG also plans to deliver its own solutions based on DRP. These will include
regulatory statements and reporting (known as regulatory e-filing), credit risk
management, corporate XBRL reporting and solutions for stock exchanges. You can
see an example of the latter at the German Stock Exchange

website: www.xbrl.deutsche-boerse.com

"Now that providers of financial systems and business intelligence software also
offer full support for XBRL, we expect to see enormous growth in the XBRL market.
The benefits generated by using XBRL are staggering, both for the people
producing the reports, as well as those receiving them," ocbserves Peter Stamps.
"The major regulatory bodies have already announced that they will be requiring
the XBRL format for the electronic filing of financial and other business information.
So companies are best advised to start looking for solutions now that will assist
them in complying with this requirement.”

Using the XBRL standard delivers both quantitative and qualitative benefits.
Organisations will be able to save time and money because they will no longer have
to re-key the data manually from reports in a variety of different electronic formats
(Word, pdf, text, fax, etc.). Eliminating manual entry also reduces the likelihood of
human error and improves the quality of the information. Using the XBRL standard
produces more uniform reporting, which also makes for faster analysis.

Banks, stock exchange institutions, corporations, insurance companies and
legislators all over the world have accepted XBRL as the standard for automating
reporting processes, such as mandatory annual reporting. Organisations already
making the move to XBRL inclucle the Securities and Exchange Commission (SEC)
and the Federal Deposit Insurance Corporation (FDIC) in the United States,
Britain's Inland Revenue, the Dutch government, the Australian Tax Office, the
stock exchanges in Frankfurt and Seoul and the National Banks of Belgium and
Spain.
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.
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Susanne Eyrich
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Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
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Software AG’s third quarter net income doubles, license
revenue up 10 percent

Darmstadt, 28.10.2004

Darmstadt, Germany, Octobier 28, 2004. Software AG (TecDAX: SOW)
announced its financial results for the third quarter ending September
30th, 2004. License revenue and profit again showed significant increases
over Q3, 2003. License revenue rose by 10 percent to EUR 25.1 million.
Total revenues were EUR 96.6 million, stable net of currency effects. The
company reported EBIT of EUR 21 million, an increase of 34 percent.
Income before tax rose to EUR 21.9 million compared to EUR 16.4 million
in Q3, 2003. Net income after tax rose 95 percent to EUR 12.7 million.

View detailed Q3 results here,

Revenue

Software AG's third-quarter product revenues remained stable at EUR 71.1 million
(EUR 71.2 million in Q3, 2003), a rise of 3 percent at constant currency rates.
License revenue showed an increase of 10 percent to EUR 25.1 million (EUR 22.9
million in 2003). Maintenance cdropped by 1 percent net of currency effects
contributing EUR 46.0 million (EUR 48.3 million in 2003).

Project services revenue of EUR 25.2 million was posted in the third quarter (EUR
27.1 million in 2003) reflecting continuing weakness in the German market and
seasonal factors in Southern Europe.

Both business lines reported license revenue growth, Enterprise Transaction
Systems by 10 percent to EUR 17.5 and XML Business Integration by 2 percent to
EUR 5.2 million.

License revenues showed large gains in the regions Southwest Europe and Central
and East Europe, 56 percent and 61 percent respectively. The Northern Europe/Asia
Pacific region posted a 14 percent decrease in license revenue and the Americas
region an 11.8 percent decrease net of currency effects.

Income

The company posted operating results (EBIT) of EUR 21 million, a 34 percent
increase on Q3, 2003. There was neither extraordinary income nor expenses. The
company reported profit before tax of EUR 21.9 million (compared to EUR 16.4
million in Q3, 2003). Net income was EUR 12.7 million, (against EUR 6.5 million in
Q3, 2003), which represents earnings per share for the third quarter of EUR 0.47,
(EUR 0.24 in Q3, 2003).

Software AG has cash reserves of EUR 110.2 million, which is 21 percent of total
assets, and continues to have no bank debts.

Q3 Highlights
The highlights in the third quarter include:

m Expansion of Software AG's partner network

m The favorable customer response to the Enterprise Transaction Systems
productivity packages and Adabas SQL Gateway

m Successful direct entry into the Chilean market

Software AG continued to develop its strategic ailiance network with the
announcement of the partnership with Novell Inc. promoting XML based products
on Suse Linux, Major Q3 customer successes include the implementation of the
community portal by Dorset County Council (UK) on Suse Linux in partnership with
Sun Microsystems. The same partnership is helping Tewkesbury Borough Council

http://www]1.softwareag.com/Corporate/News/PressRoom/pressreleases/20041028 3... 25.07.2005




comply with the UK Government’s electronic service legislation.

The partnership with Shanghai 5A Technology Development Co. Ltd resulted in its
first XML Business Integration sale to the Shanghai Government in the People’s
Republic of China.

The Enterprise Transaction System productivity and performance packages and the
Adabas SQL Gateway generated over EUR 1 million in revenue in their first full
quarter.

The direct entry into the Chile rnarket resulted in immediate successes in both the
Government and Healthcare markets including the Chilean Post Office and a deal
including five hospitals and seven medical emergency centers.

Investments

Foreign Direct Investments include the establishment of Software AG Chile and the
expansion of Software AG South Africa. The investments in South America and the
Research & Development investments in productizing local Spanish solutions were
significant factors in the drop in EBITA for region South and West Europe.

Developments year-to-date

Total revenue remained stable at EUR 298.6 million for the first nine months of
2004, (-2 percent including currency effects and an increase of 1 percent net of
currency effects). Total product revenue (license and maintenance) grew by 1
percent to EUR 214.6 million, (4 percent net of currency effects), with license
revenue up 13 percent to EUR 77.7 million.

Compared to the same period in 2003, administration costs were down by 18
percent, marketing and sales costs by 12 percent and research and development
costs by 22 percent. Software AG posted EBIT of EUR 84.9 million (EUR 9.4 million
in first nine months of 2003). This includes extraordinary income of EUR 24.5 in the
second quarter from the sale of Software AG's stake in SAP Systems Integration AG
(SAP SI).

Strong Cash Flow and Balance Sheet

Organic cash flow rose to EUR 42.4 million (EUR 40.9 million for the first nine-
months of 2003), that is 14.2 pearcent of total revenue. This increase is despite
nearly doubling cash-out for restructuring and does not include EUR 26 million cash
received from the sale of financial assets. The free cash flow doubled to EUR 11.4
million in the first nine months (EUR 5.7 million in the corresponding period in
2003).

Liquid assets increased to EUR 110.2 million (EUR 74.8 million in 2003). Fixed
assets of EUR 228.8 million were posted (EUR 247.8 million in 2003). The drop in
fixed assets was due to the sale of Software AG's interest in SAP SI in Q2, 2004.

Total assets increased to EUR 515.3 million (EUR 494.2 million in 2003), and the
shareholder’s equity to EUR 312.7 million (EUR 262.2 million in 2003). The equity-
to-total-assets ratio rose to 61 percent, the highest since the initial public offering.

The effective headcount dropped between the 30th of September 2003 and the
30th of September 2004 from 2,743 to 2,445.

Business Outlook

Software AG expects moderate customer investment in the short-term leading to
single digit revenue growth in 2005 with double digit growth in the mid-term. The
company expects growth to be achieved maintaining current margins. Free Cash
Flow of approximately EUR 2 per share is expected.

The forecast for 2004 remains unchanged. Earnings per share will be in the range
of EUR 2.75 to EUR 2.85 (including EUR 0.88 for the sales of the company interest
in SAP SI).

*IFRS & HGB

These financial results are being presented under IFRS. Previously, Software AG
has presented financial information under the German accounting regulations HGB.
All 2003 figures have been restated to comply with IFRS and may differ from
previously stated or published financial accounts. Full details of all changes will be
published in the notes to the quarterly financial statements.

View detailed Q3 results here.
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. [ts offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains five R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.
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Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201

Fax: +49 6151 92-1933

press@softwareag.com

http://www.softwareag.com
. powered by

tRminD

Home | Contact | Sitemap | Legal Aspects | Privacy Policy | Impressum Copy

http://www]1.softwareag.com/Corporate/News/PressRoom/pressreleases/20041028 3... 25.07.2005




Customers | Products | Solutions | News | Company Investor Relations

lsearch %  Youare here: Home > News > Press Room > Press Releases
N
ews PRESS RELEASE
Latest News
Press Room
Press Releases
In the News Seven improves performance and reduces costs by

Photos & Artwork

Press Contacts

Company Info
Events

migrating to Unix :
Sydney, Australia, 21.10.2004 ;

Seven Network Limited, one of the five major free-to-air television
networks in Australia, has successfully migfated its mainframe
applications to Unix (Solaris).

Their Network Television Systern, based on Software AG's Adabas and Natural, is a
mission-critical application which controls the Network’s commercial sales and
scheduling, program scheduling, presentation and promotion scheduling, accounts
invoicing and television ratings functions.

The key business drivers for the migration were to reduce total IT operating
expenses and to position the Network to be more agile in the event of changes to
television broadcasting requirernents. Seven also wanted the flexibility to be able to
add Adabas and Natural for Unix/Linux servers when the need arose and Software
AG was able to incorporate this in their licensing arrangements, giving Seven the
ability to plan future development with their expanded digital broadcasting facilities
in Melbourne without having to renegotiate licensing.

% Content Finder
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David Checkley, Seven'’s Project. Manager for the migration, says Seven considered
replacing the Adabas and Natural systems. However, after evaluating alternatives it
was decided that there was no benefit in replacing the existing systems at this
time, which provided all the functionality required in the current broadcasting
environment. "Since migrating, our application performance is greater, while our
costs have reduced 30 per cent. We have also benefited by having better access to
the operating system on the Unix platform, enabling new functionality to be easily
built into the Natural application,” Checkley said .

[Seeaaes =] 0

Michael Hawkins, General Manager Professional Services Asia Pacific, says more
and more Software AG customers worldwide are looking to better manage business
process requirements, increase efficiency and reduce IT costs by migrating
mainframe-based applications to open system environments.

"Like the Seven Network, customers are discovering that migrating reliable,
mission-critical Natural applications to Unix, rather than migrating off Adabas and
Natural entirely, is far less risky and costly," Hawkins said.

Software AG offers a range of Migration Services covering data, platform,

application and product migration. Migration Services is one of Software AG’s
Enterprise Modernization solutions, designed to optimise, extend and manage
mission critical enterprise systems and maximise the value of IT investments.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.
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Cheryi Kirgan
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201 Miller St

GPO Box 1527

North Sydney NSW 2060
Australia

Tel: +61 2 9463 6406
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Primary Communication
Farrah Correy

Primary House

47 Reservoir St

Surry Hills | NSW | 2010
Australia
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In the News Commerzbank AG implements XML Business Integration
Photos & Artwork from Software AG
Press Contacts
Company Info XML business integration technology empowers individual departments to
Events develop and integrate banking applications themselves

Darmstadt/Frankfurt, Germany, 20.10.2004

Commerzbank has been so impressed with the success of its customized-
financial-derivative trading operations that it will also begin implementing
its XMS Framework, based on Software AG’s XML business integration
technology, for standardized-product trading operations. XMS allows the
bank’s employees to handle integration and development projects
themselves without receiving prior specialized IT training. Having this
capability shortens considerably the project times for such tasks as
integrating heterogeneous banking applications and developing new
applications, leading to a sharp fall in IT costs for both development and
maintenance.

Content Finder

Print Page XMS Framework is a generalized approach suitable for various banking applications,

including portfolio managemeni, back-office integration, and data warehousing.

i Current application options include introducing credit-loss settlement systems to
= conform with Basel II and efficiently integrating standard reporting software. XMS
Framework provides an IT platform with a common graphical user interface and all
! the necessary tools to perform its functions. The solution’s cornerstone is a
*structure editor that the bank’s employees can use themselves to model financial
products through predefined components. For example, they can create a
standardized data structure that transfers data from heterogeneous systems and
then makes it available for other applications in real time, all via a common XML
interface. Consequently, time-consuming and costly interface programming
between individual systems is no longer necessary. In addition, the modeling phase
allows departments to automatically generate applications, further shortening time
to market.
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Jonathan Airey, Software AG Vice President of XML Business Integration,
commented, “This is further evidence that our XML Business Integration portfolio,
which includes Tamino XML Server, has the performance and scalability required to
address the changing demands of the financial services industry. By listening to our
customers and delivering solutions that meet their specific business requirements,
we can grow our integration business by placing the customer first.”

XML - the key technology for XMS Framework

The XMS Framework is Java based and universally uses the XML standard.
Commerzbank tested various relational and object-oriented databases and decided
to go with Tamino XML Server, a fundamental component of Software AG’s
business-integration technology, in order to ensure maximum flexibility and
expandability for integration and development projects. Tamino’s native XML
implementation is a key element in XMS Framework'’s rapid mapping and expansion
of highly complex financial products with extensive nested product structures and
recursive processing. Since its implementation in 2003, XMS Framework has
demonstrated these capabilities in the trading of customized financial derivatives.
Tamino XML Server provides particularly high stability, scalability, and
performance, which are especially important in implementing XMS Framework for
use in trading with standardized financial products. These products have a less
complex structure, but are traded in massive quantities. In order to deal with them,
Tamino XML Server offers a processing capacity of more than seven million XML
documents per hour on a 16-processor machine. This seamless scalability ensures
that XMS Framework continues to work reliably and quickly, even while the number
of users and the trading volume increase rapidly.
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Software AG'is presenting Commerzbank’s XMS Framework during the European
Banking and Insurance Fair (EBIF) from October 25-28 in Frankfurt.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003 Software AG
posted 420 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax; +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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Web Services Link Trucks to Dispatch Companies
Software AG Integrates DispoPilot into FleetBoard’s Telematics Service

Darmstadt/Stuttgart, Germany, 21.09.2004

Based on its XML business integration technology, Software AG has
created a link between the new mobile DispoPilot by DaimlerChrysler
Services FleetBoard and its Internet-based telematics service for vehicle
and shipping management. DispoPilot is an important component of
FleetBoard’s offering. It reduces operating costs for the shipping industry
and improves the quality of service. FleetBoard’s Internet service is used
by more than 800 shipping companies in Europe to guide over 15,000
vehicles. The new DispoPilot will be unveiled at the IAA Nutzfahrzeuge
(International Motor Show for Commercial Vehicles) 2004 at the end of
September.

Software AG has played a significant role in the development of FleetBoard services
since its introduction to the market in 1999. FieetBoard’s new device, DispoPilot,
offers dispatchers at shipping companies the ability to communicate with their
drivers along with navigation and barcode scanning functionality. Software AG’s
Tamino XML Server provides shipping companies with a central platform for storage
and management of all relevani logistics data. Software AG included a number of
enhancements in the new FleetBoard DispoPilot. The order management
component now features address organization with all geo-positioning information
necessary for navigation.

DispoPilot automatically stores shipping addresses in its navigation component.
Drivers are guided by way of digital maps or symbols and arrows, all in combination
with voice output. A monitor tracks the arrival area and time, in addition to
informing the shipping company immediately in the event of arrivals, departures
and delays. Freight information is efficiently and accurately stored and made
available as Web services for connected systems. In this way, DispoPilot allows
barcodes to be scanned and stored immediately to Tamino XML Server, simplifying
and accelerating the organization of incoming information on freight. Routes are
completely planned and forwarded to trucks in one step. Vehicle position, status
and messages from drivers are all transferred directly to the shipping companies.

Fleet Management with XML

The telematics-based solution for vehicle and shipping management is run centrally
at the FleetBoard Service Center in Stuttgart, Germany. Its architecture consists of
three layers, with Java at the core of its business logic layer. Messages are sent
and received on browsers at the connected shipping companies via the SMS
channel of the national GSM networks. DispoPilot is equipped with a Java-Applet,
making it user-friendly for drivers. Customers’ individual shipping software
solutions are integrated with the Simple Object Access Protocol (SOAP) standard
protocol, eliminating the need to manually enter data into FleetBoard.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Temino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four R&D facilities across three continents. Founded in 1969,
Software AG today is Europe’s largest and most established systems software
provider. It is headquartered in Darmstadt, Germany and is listed on the Frankfurt
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Software AG restructures international organization
Darmstadt, 17.08.2004

To expand the presence in established markets and to strengthen the
development of new markets Karl-Heinz Streibich, Chairman of the
Executive Board, has changed the international organizational structure of
Software AG. Software AG's global presence in 59 countries, including
affiliates and distribution partners, is now organized into three
international regions. A Member of the Management Board leads each
region. Gary Voight, Member of the Management Board, responsible for the
Americas Region, has decided to leave the company to take over a new
position as President and Chief Executive Officer. Haskell Mayo has been
appointed President North America Operations (USA and Canada).

The new international structure is aligned to the specific customer needs as well as
the special economic and cultural characteristics of each respective market. The
“Region North America/Northern Europe” includes the United States, Canada
and the United Kingdom. This provides cooperation between the English-speaking
countries and intensifies the exchange of knowledge. With this structure, the
company exploits the traditional close connections of the English-speaking countries
with the strength and innovation of the US market, for effective market
development. The Scandinavian countries are also assigned to this region, as well
as South Africa. Mark Edwards, Member of the Management Board, leads the
region.

The "Region South” is responsible for countries in Southern Europe and Latin
America. Market development in this region will be accelerated through the
historically close cultural and economic connections between Spain and Latin
America. This facilitates cooperation across the region to ensure a smooth
exchange of information. Christian Barrios Marchant, Member of the Management
Board, leads the region.

The “Region Central/Asia” includes the Central and Eastern European countries,
the Middle-East, Asia and Australia. The emerging markets of Asia and Eastern
Europe are now organized in one region with the German speaking countries.
Market development of these countries will benefit from greater efficiency in this
strong regional network. Andreas Zeitler, Member of the Management Board, leads
the region.

The departure of Gary Voight reduces the Executive Board from six to five
members. A Leadership Team will support the Management Board. It includes the
Country Manager of the six major markets USA, UK, Germany, Spain, France and
Asia. The Country Managers report into the Management Board.

Haskell Mayo, the newly appointed President North America Operations was
previously Senior Vice President. Sales and Marketing, Software AG Inc. Mayo has
more than 20 years of experience in sales and marketing management and has
deep knowledge of the US market and of the IT market in general. The
appointment of a Country Manager for North America, follows the principle to
nominate country managers to run the country operations, allowing Regional Board
Members to focus on strategic issues.

With this new organizational structure, Software AG can react flexibly to the
continuously changing economic and technical requirements of its markets. This
supports the recent restructuring of research and development, product

. management and marketing for Software AG’s strategic areas addressing the

modernization of Enterprise Transaction Systems (product families Adabas and
Natural) and XML-based Integration (product families Tamino XML Server and
EntireX).
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Around 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and maost established systems
software provider. It is headquartered in Darmstadt, Germany and is listed an the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003
Software AG posted 422 million euros in total revenue.
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Software AG Software AG Inc.
Susanne Eyrich North America Media
VP Corporate Communications Gerda Yearwood
Uhlandstr.12 Senior Director Marketing Development
64297 Darmstadt 11190 Sunrise Valley Drive
Germany Reston, VA 20191
Tel: +49 6151 92-1201 United States
Fax: +49 6151 92-1933 Tel: 001-703-391-8295
press@softwareag.com Fax: 001-703-391-8131
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Software AG posts second quarter growth, license revenue
up 23%, net income more than trebled -

Darmstadt, 29.07.2004

Software AG (TecDAX: SOW) announced its financial results for the second
quarter ending June 30th, 2004. License revenue and profit continued to
increase. License revenue rose by 23% to EUR 29.4 million. Total revenues
were up 3% to EUR 106.3 million (103.1 million in Q2, 2003). The
company reported EBIT of EUR 48.7 million, an increase of 180%
compared to Q2, 2003. Income befare tax rose to EUR 49.6 million
compared to EUR 18.2 millicn in Q2, 2003. Net income after tax more than
trebled to EUR 39.4 million.

View detailed Q2 results here.

Commenting on developments in the second quarter, Karl-Heinz Streibich, Software
AG’s CEO said: "These results are a strong indication that our strategy of focusing
on our core strengths of Enterprise Transaction System modernization and XML
Business Integration is working.” License revenue, full quarterly revenue and
earnings came in above market expectations.

Revenue

Software AG’s second-quarter product revenues remained strong, up 6% to EUR
76.2 million (EUR 72.0 million in Q2, 2003). License revenue showed an increase of
23% to EUR 29.4 million (EUR 24.0 million in 2003). Maintenance remained stable
net of currency effects contributing EUR 46.8 million (EUR 48.0 million in 2003).

Project services revenue of EUR 29.6 million was posted in the second quarter (EUR
30.7 million in 2003). However, the downward trend of recent quarters has
bottomed out; Q2 shows a 6% increase over Q1. This represents an upturn in
business in most regions with Germany still experiencing over capacity and
downward pressure on prices.

Compared to Q2, 2003 both business lines showed license revenue growth. License
revenue for Enterprise Transaction Systems grew by 21% to EUR 21.5 million (EUR
17.7 million in 2003). This growing investment in Adabas and Natural mirrors the
positive reaction of customers to the ‘Customer First’ program initiated in 2003 and
the new ETS packages launched. License revenue for XML Business Integration was
up 2% to EUR 4.6 million,

License revenues increased in three of Software AG’s business regions: Northern
Europe/Asia posted a 57% increase, Central and Eastern Europe a 54% increase
and Southern and Western Europe a 23% increase. The Americas region reported
stable revenues of EUR 32.7 million, a decrease of just under 1% at constant
currency rates.

Income

The restructuring initiated in 2003 has delivered decreasing operating expenses
over the past fifteen months. Administrative costs were down by 12% compared to
Q2, 2003. Likewise, sales and marketing costs were down by 9% and research and
development down by 32%.

With reduced costs and increased revenue the company returned an adjusted EBIT
(net of extraordinary income) of EUR 24.2 million, a 39% increase on Q2, 2003.
Extraordinary income of EUR 24.5 million through the sale of Software AG's stake in
SAP SI was realized and the cormpany also received financial income of EUR 0.9
million. The company reported profit before tax of EUR 49.6 million (compared to
EUR 18.2 million in Q1, 2003). Net income was EUR 39.4 million, (against EUR 11.2
million in Q2, 2003), which represents earnings per share for the second quarter of
EUR 1.45,

http://www1.softwareag.com/Corporate/News/PressRoom/pressreleases/20040729 2...  25.07.2005




Software AG has cash reserves of EUR 110.5 million, which is 21% of total assets,
and continues to have no bank debts.

Q2 Highlights

Major highlights in Q2 include the worldwide launch of Software AG’s new Business
Integration Portfolio at the Gartner Application Integration summits in Los Angeles,
Amsterdam and Sydney.

Targeting developing markets, Software AG signed a major distribution agreement
with Value Added Reseller Shanghai 5A Technology Development Co. Ltd. in the
People’s Republic of China. This is a major step in gaining access to the burgeoning
IT market in China for Software AG’s XML Business Integration products. Shanghai
5A focused on the ability of Software AG XML and integration technologies to
deliver real-time actionable information.

In South Africa, Software AG established a direct presence ending the distribution
deal with Dimension Data. The new company hired all staff with Software AG
experience from Dimension Data and aims to double its size through recruitment
and acquisition. The company has targeted a 20% annual revenue growth rate.

Software AG also obtained governmental security certification in Russia for
mainframe products. With leading Russian partner NICEVT, Software AG has
established a mainframe modernization and optimization center.

First Half Development

Total revenue remained stable at EUR 202 million, -2% including currency effects
and an increase of 1% net of currency effects. Total product revenue (license and
maintenance) grew by 2% to EUR 143.5 million, (5% net of currency effects), with
license revenue up 15% to EUR 52.6 million.

Compared to the same period in 2003, administration costs were down by 20%,
marketing and sales costs by 15% and research and development costs by 19%.
Software AG posted EBIT of EUR 63.9 million (-EUR 6.4 million in first half 2003).

Strong Cash Flow and Balance Sheet

The free cash flow almost doubled to EUR 10.4 million in the first half of 2004 (EUR
5.3 million in the first half of 20603). This increase is despite a EUR 19.3 million
cash-out for restructuring. Organic cash flow rose to EUR 35.2 million, that is
17.4% of total revenue.

Liquid assets increased to EUR 110.5 million (EUR 75.1 million in 2003). Fixed
assets of EUR 229.6 million were posted (EUR 248.9 million in 2003). The drop in
fixed assets was due to the sale of Software AG's interest in SAP SI.

Total assets increased to EUR 533.1 million (EUR 520.3 million in 2003), and the
shareholder’s equity to EUR 301.5 million (EUR 256.2 million in 2003). The equity-
to-total-assets ratio rose to 57%, the highest since the initial public offering.

The restructuring first announced in December 2003 has been completed ahead of
schedule. As a result the effective headcount dropped between the 30th of June
2003 and the 30th of June 2004 to 2,435. Some growth in headcount can be
expected in the second half of 2004,

Business Outlook

The general market outlook is more cautious than earlier in the year. IT analyst
forecast growth rates of 5% are being reduced as companies are still consolidating
existing capacities. Software AG remains moderately optimistic about the second
half of the year and expects to fulfill the forecast of level revenue and raise the
operating income forecast from 25% to 40%.

The concentration on two business lines will continue to result in license revenue
growth with continuing lower operating expenses.

Earnings per share are expected to be in the range of EUR 2.75 to EUR 2.85
(including EUR 0.88 for the sales of the company interest in SAP SI).

*IFRS & HGB

These financial results are being presented under IFRS. Previously, Software AG
has presented financial information under the German accounting regulations HGB.
All 2003 figures have been restated to comply with IFRS and may differ from
previously stated or published financial accounts. Full details of all changes will be
published in the notes to the quarterly financial statements.

View detailed Q2 results here.
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Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Naturai, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 0003304002 / SOW). In 2003
Software AG posted 422 million euros in total revenue.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201

Fax: +49 6151 92-1933
press@softwareag.com
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PRESS RELEASE

Software AG incorporates Research and Development into
the XMLi and ETS Modernization strategic focus areas

Darmstadt, 23.07.2004

To support the continuing alignment of Software AG to the new strategy,
Chief Executive Officer Karl-Heinz Streibich has restructured Research and
Development. He has integrated the research and development of
integration solutions into the strategic focus area XMLi and the research
and development for modernizing Enterprise Transaction Systems, into the
focus area ETS Modernizaticn. Each Research and Development unit will be
managed by a Chief Technology Officer. In the course of the restructuring,
Dr. Peter Mossack, Chief Technology Officer of Software AG since 2003,
will depart the company.

Karil-Heinz Streibich will focus the new structure on the requirement of our core
markets and of the customers. The diversification of Research and Development will
ensure that the units will respond to the different characteristics of the target
markets addressing modernization of Enterprise Transaction Systems (product lines
Adabas and Natural) and development of integration solutions (product lines
EntireX and Tamino XML Server). The new structure allows the XMLi unit the
required flexibility to react in real time to the continuous and rapid changing
economical and technical requirements of the future market of integration
solutions. As a result, the company can quickly evolve to become an early and
leading provider of integration solutions. In addition, the new structure will allow
Software AG to effectively cooperate and partner in our target markets.

The new structuring of research and development follows the establishment of
product management and marketing into the strategic areas, ETS Modernization
and XMLi, in addition to the restructuring of the worldwide research and
development centres and units. The Chief Technology Officers of the strategic areas
will be members of the extended Board and will report to Karl-Heinz Streibich.

In the course of the restructuring, Dr. Peter Mossack will depart the board and the
company. Dr. Peter Mossack joined Software AG in 1982, where he was a member
of the development team until 1990. He then ran his own software company until
1997, when he rejoined Software AG in April of that year as Vice President of
Research and Development. On February 28, 2003, he was appointed a member of
the Executive Board, responsible for research and development. He pushed the
development of Tamino XML Server, the further development of 64 bit Adabas,
Natural Single Point of Development in addition to the development of EntireX and
therefore the foundation of XML - based integration solutions.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments, Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecCAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue.
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PRESS RELEASE

Ad hoc disclosure:
Software AG aligns R&D with Business Lines - CTO resigns

Darmstadt, 23.07.2004

Software AG CEO, Karl-Heinz Streibich, is focusing the company on two
strategic business lines. Product development for Enterprise Transaction
Systems (Adabas and Natural) and XML Integration (EntireX and Tamino)
will be individually managed and aligned with the respective business line.

In the first half of 2004, marketing and product management for both business
lines were established and given a global focus. At the same time, global R&D
resources were reorganized. The development centers and departments are as a
result, well prepared for future tasks. Two chief technology officers (CTO) will be
appointed to manage the individual R&D resources per business line and will
become members of an extendad management board at Software AG.

Focusing R&D on the specific requirements of different market segments will

support the dynamic development of the product portfolio, and allow for closer sen
cooperation with product management. In the emerging market of business ANF
integration solutions, where requirements and technical options tend to change The
fast, time to market is a key success factor. Software AG intends to outperform this  for,
market with innovative solutions and increased partner cooperation. This requires
different structures for the two business lines - the new organization will offer the The
desired flexibility. ETSE
In respect of the new R&D organization, Software AG CTO, Dr. Peter Mossack, f,::;
today resigned his position as board member and will leave the company at the end
of July. The CEO will assume board responsibility for R&D. e
Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. [ts offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue.
Contact: or:
Software AG Software AG
Otmar Winzig Susanne Eyrich
VP Investor Relations VP Corporate Communications
Uhlandstrasse 12 Uhlandstr.12
64297 Darmstadt 64297 Darmstadt
Germany Germany
Tel: +49 (0) 6151-92-1669 Tel: +49 6151 92-1201
Fax: +49 (0) 6151-92-1383 Fax: +49 6151 92-1933
press@softwareag.com press@softwareag.com
http://www.softwareag.com hitp://www.softwareag.com
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PRESS RELEASE

Software AG to report growth in revenue and profit for Q2,
2004

Ad hoc Disclosure

Darmstadt, 15.07.2004

Software AG (SOW) will report license revenue of approximately €29
million for the second quarter 2004, (€24 million in Q2. 2003), according
to the first consolidation of the quarter’s financial figures.

Software AG (SOW) will report license revenue of approximately €29 million for the
second quarter 2004, (€24 million in Q2. 2003), according to the first consolidation
of the quarter’s financial figures. The increase of more than 20%, compared to the
same quarter in 2003, was due to strong growth in Enterprise Transaction Systems
license revenue. The company expects total revenue of approximately €106 million
for the quarter (€103.1 million in Q2, 2003).

As a result of the revenue increase and the successful cost reduction program,
Software AG expects an operating result (EBIT) of approximately €24 million for
the second quarter. This equals an increase of close to 40% compared to the
corresponding result for 2003 (€17.4 million according to International Financial
Reporting Standards). In addition Software AG realized €24.5 million through the
sale of its stake in SAP SI.

Full and finalized figures will be published on July 29, 2004.

Contact: or:
Software AG Software AG
Otmar Winzig Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

VP Investor Relations
Uhlandstrasse 12
64297 Darmstadt
Germany

Tel: +49 (0) 6151-92-1669
Fax: +49 (0) 6151-92-1383
press@softwareag.com

http://www.softwareag.com

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
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PRESS RELEASE

Software AG Enhances Tamino XML Server with
Accelerated Data Access, Improved Security, and a
Developer’s Edition

Darmstadt, 15.07.2004

Software AG, today announced that its Tamino XML Server has been
updated to provide accelerated data access, advanced security and
expanded query and text retrieval functions. Tamino version 4.2 — the
industry’s first native XML server - now offers XML-based message
persistence for auditing and tracking, business document management,
and a metadata repository in support of a service-oriented architecture
(SOA). The updates in version 4.2 will enable Tamino to better support
multiple roles for enterprise integration and software developers.

Enterprise-Class Enhancements

Tamino XML Server version 4.2 is engineered to more effectively serve as an XML
information storehouse for large and mid-sized organizations, as well as an
embedded tool in commercial applications. Tamino has been enhanced to more
reliably handle significant data volumes, and to efficiently support complex XML-
based queries from many users. Important enterprise-level refinements in Tamino
version 4.2 include:

m High availability through support for major third-party cluster software
products, such as those from Veritas™, HP and IBM®

® Advanced security through LDAP authentication and SSL encryption

® Improved data-locading performance through Tamino’s new “"massload”
feature

m Disaster recovery that recreates a database after the loss of a computing
environment

m Replication with concurrent. “read” capability for load-balancing
applications

Core to Software AG’s Integration Strategy

As part of Software AG’s Enterprise Service Integrator package, Tamino XML Server
persists incoming messages and documents for failure-recovery guerying, analysis
or auditing purposes; validates messages and documents against pre-defined
schemas; and serves as a repository for integration metadata, such as business
rules and style sheets.

More information about Enterprise Service Integrator is available here.

As part of Software AG's Enterprise Information Integrator package, Tamino serves
as a metadata repository containing all definitions of business terms that are
needed for semantic integration, as well as aggregating data from disparate
external sources.

More information about Enterprise Information Integrator is available here.

Enhancements for Software Developers
Tamino version 4.2 is now more versatile and easier-to-use for software
development projects. Enhancements for developers include:

m Expanded XQuery and XPath and text retrieval functions, including
Thesaurus

m Additional indexing capabilities for rapid query execution
m Improved handling of standard XML schemas
» Re-designed and more intuitive online tutorial

25.07.2005



In addition, Tamino XML Server is now available in a Developer Edition for use in
non-production environments. By omitting some enterprise functions and offering
Developer Edition on a per-user basis, Software AG has made Tamino XML Server -
with upgrades and support — accessible to the individual developer seeking to
explore the benefits of XML-based data and content management. (For production
environments, the same feature set is now available for a limited number of CPUs
as Tamino XML Server - Standard Edition.)

Availability

Operating system platforms currently supported by all editions include: Windows
2003 Server Standard/Enterprise Editions, Windows XP Professional, Windows
2000 Professional Server/Advanced Server, Solaris 8 & 9 (64Bit), HP-UX 11i (PA
Risc 64), IBM AIX 5L V5.2 (64Eit), Linux for Intel (SuSE Linux Enterprise Server 8
& Red Hat Advanced Server 2.1.) and Linux for IBM S/390 and zSeries (SuSE Linux
Enterprise Server 8).

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue. The Internet address

is www.softwareag.com.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1511
Mobile: + 49 170 4522702
Fax: +49 6151 92-1621
press@softwareag.com
http://www.softwareag.com
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PRESS RELEASE

Software AG appoints SHANGHAI 5A Technology as Value
Added Reseller

- Alliance brings XML solutions to new and emerging market -

Shanghai, China, 08.06.2004

Software AG, an expert in world-class enterprise modernization and
information integration, today announced that it has signed a Value Added
Reseller Agreement to appoint Shanghai 5A Technology Development Co.,
Limited, a leading supplier of information technology solutions, as its
reseller in the People’s Republic of China. The announcement is in line with
Software AG’s expansion plans to increase its presence in North Asia
through strategic alliances.

Forging a Strategic Partnership

Under the agreement, Software AG’s XML (eXtensible Markup Language) suite of
XML Business Integration products comprising Tamino XML Server, EntireX XML
Mediator and EntireX XML Gateway can now be obtained in the People’s Republic of
China through Shanghai 5A Technology Development Co., Limited (www.five-
a.com). By incorporating Software AG XML business integration technologies in
their solutions, Shanghai 5A will now be able to empower users with information on
demand from across the organization. This will result in rapid and cost-effective
implementation of business initiatives like single view of information, self-service,
and monitoring and compliance,

With Shanghai 5A’s extensive distributor network in the People’s Republic of China,
backed by industrial strength XML business integration solutions from Software AG,
the partnership will invariably bring about rapid adoption and deployment of XML
integration in both government and business to business (B28) sectors in the
People’s Republic of China.

Explaining the significance of the business alliance, Mr Gong Tie Jun, Chief
Executive Officer of Shanghai 5A said: “We are extremely pleased to partner with
Software AG, a leader in XML and integration technologies, to enable the real-time
delivery of actionable information whenever and wherever it is needed. The
alliance supports our goal to help companies in the People’s Republic of China
compete more effectively, improve productivity and generate better returns on
existing information technology investments through business integration.” He
continued: “Together with Software AG, we will bring to the marketplace the
promise of ease-of-use, increased business efficiency and seamless integration via
XML.”

Addressing Customer Needs

As today’s organizations face an increasingly complex and competitive
environment, there is an urgent need to respond faster to changes, provide better
service to customers and empower staff with good information to make sound
decisions. However, as these needs grow, 50 too has the complexity of the
information technology systems that provide this data. Information is spread across
different departments, systems and applications; and must be shared across these
boundaries - and sometimes even outside the organization - with partners,
customers and suppliers.

Software AG’s XML Business Intagration Solutions essentially provides the solution
to these issues - without the need for costly investment in developing new core
systems. By leveraging organisations’ existing legacy systems, these solutions
combine a standards-based architecture with a business information-modeling
approach to generate an excellent Return on Assets (ROA).

XML (eXtensible Markup Language) as it stands Today

http://www1 .softwareag.com/Corporate/News/PressRoom/pressreleases/20040608 _Sh... 25.07.2005




Today, open standard like XML continues to provide a way for companies to cost-
effectively and easily communicate with other enterprises. XML will also continue to
revolutionize the way organizations conduct operations by offering benefits like:

s Vendor-independence to reduce costs related to highly specific skills and
consulting

m Improved business agility through a more flexible infrastructure
m Cost efficiency thanks to the use of open standards

Software AG and Shanghai 5A

Commenting on the partnership, Mr Paul Smith, Regional Manager - Business Lines
and Marketing, Northern Europe, Asia Pacific and South Africa, Software AG, said:
“We are excited about today’s announcement as we want to rapidly push our
solutions to various key sectors in North Asia. Software AG and Shanghai 5A share
a common vision - to provide customers with integration solutions that will allow
seamless integration across any heterogeneous environment. This partnership
indicates a strong endorsement of Software AG’s integration technology that keeps
total cost of ownership low while delivering the highest performance and
unmatched reliability.”

In summarizing Software AG’s role in the partnership, Mr John O’Malley, General
Manager of Software AG Asia Pacific, commented: “"We are extremely pleased to
announce our co-operation with Shanghai 5A as forging alliances are a key
component in our strategy to expand our footprints in the B2B software solution
market. Together with our suite of XML-based Business Integration products, and
the highest level of service and support from Shanghai 5A, we will be able to
provide our customers in the People’s Republic of China only the best in integration
computing.”

He added: “The alliance also fulfills our focus in helping companies drive growth
and business innovation through our new integration strategy. Unlike traditional
approaches that simply move data, our approach provides real-time information to
meet critical business challenges.”

About Shanghai 5A

Shanghai 5A Technology Development Co., Ltd. (thereafter named "SA") is one of
the leading technology firms in Shanghai, focused on application research &
development (R&D), system re-engineering, sales & marketing, outsourcing, IT
professional training and consulting service. 5A is also a leading provider of both
Enterprise Application Integration (EAI) and Security solutions for government and
enterprise information systems.

Founded in 1998 with more than 150 employees, 5A’s end-to-end service portfolio
covers Enterprise Resource Planning (ERP), Community Citizen Portal and
Government Information Exchange Platforms,

5A has successfully deployed ERP systems for General Motors and Volkswagen;
Maternity Care Call Centre solution for the public of Shanghais; Multi-media
information management system for China Textile University and knowledge
management system for Shanghai Chemical Infermation Research Centre.

Currently, 5A concentrates on e-Government Information Integration and
Information Security projects.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. Its offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue.

Contact:
Software AG Asia Pacific
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Corine Lee

7 Temasek Boulevard, #30-01
Suntec Tower 1

Singapore 038987

Singapore

Tel: +65-68323803

Fax: +65-63363587
corine.lee@softwareag.com
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PRESS RELEASE

Software AG launches New Business Integration Portfolio
in Europe

Darmstadt, 07.06.2004

At the Gartner Application Integration summit in Amsterdam, Netherlands,
Software AG unveiled its new Business Integration Portfolio to the
European public.

The Business Integration Portfolio is targeted at organizations that need a real-time
single view of strategic mission-critical information currently locked in existing
applications and systems.

The Software AG Business Integration portfolio includes:

1. Enterprise Legacy Integrator: It unlocks existing data and logic currently
stored in mainframe and other legacy systems and makes it available as
Web services. It therefore optimizes existing investments, reducing
compiexity and costs. More than 140 adapters are available for popular
enterprise applications such as those from SAP, Oracle and Siebel.

2. Enterprise Service Integrator: It is an enterprise service bus (ESB) that uses
an XML messaging system to connect information and processes from many
applications. It transforms the data to XML-based formats, thereby enabling
rapid and flexible data access. Enterprise Service Integration can manage
hundreds of business services simultaneously.

3. Enterprise Information Integrator: It is a virtual database which allows
organizations to query multiple systems concurrently. It leverages metadata
and establishes a gateway to deliver a single view of information residing in
these systems. Information Integrator also enables the organization to
analyze all information across the enterprise in real-time.

The Business Integration Portfolio is based on the open standards XML, SOAP and
WSDL and includes Software AG’s products Tamino XML Server, EntireX XML
Mediator and EntireX Communicator.

The Business Integration Portfolio is a further development of the integration
product line of Europe’s largest systems software provider. The company has built
the integration portfolio on its experience with over one thousand integration
customers. The Business Integration Portfolio now exceeds the market’s demand
for real-time information access through advanced Web services technology.

"By making XML and Web services the standard for integrating multiple back office
systems, organizations are able to improve customer service and increase
employee productivity through the agile reuse of existing data," said Jonathan
Airey, vice president of XML Business Integration for Software AG.

For more information on the XMLi business line, full platform availability, and how
Service Oriented Architecture’s (SOA) can support your organization click here.

Software AG provides a real-time single view of strategic business information by
integrating applications and systems, in addition to modernizing mainframe and
open system IT environments. 1ts offerings are based on the product families
Adabas, Natural, EntireX and Tamino. Over 2,500 employees in 59 countries
support the mission-critical systems of 3,000 customers around the world. The
company maintains four regional R&D facilities across three continents. Founded in
1969, Software AG today is Europe’s largest and most established systems
software provider. It is headquartered in Darmstadt, Germany and is listed on the
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Frankfurt Stock Exchange (TecDAX, ISIN DE 000330002 / SOW). In 2003 Software
AG posted 422 million euros in total revenue. The Internet address
is www.softwareag.com.

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt
Germany

Tel: +49 6151 92-1511
Mobile: + 49 170 4522702
Fax: +49 6151 92-1621
press@softwareag.com
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PRESS RELEASE

Software AG Joins the EAI Industry Consortium

Software AG Joins the EAI Industry Consortium and Forms Enterprise
Information Integration Committee

Darmstadt, 25.05.2004

The EAI (Enterprise Application Integration) Industry Consortium is
pleased to announce that Software AG has recently joined the organization
to create and direct a new Enterprise Information Integration (EII)
committee, assume the position of EAIIC German Country Chair and
become an Endowment Partner for the upcoming Global EATI Summit in
May.

The EAI (Enterprise Application Integration) Industry Consortium is pleased to
announce that Software AG has recently joined the organization to create and
direct a new Enterprise Information Integration (EII) committee, assume the
position of EAIIC German Country Chair and become an Endowment Partner for the
upcoming Global EAI Summit in May.

Software AG, one of Europe’s largest system software providers, marks the
Consortium’s first member to join out of Germany. The company has recently
increased its focus on the integration market and recognized the need to address a
new integration trend, EII. Recently acknowledged by industry analysts, EII better
meets the needs of e-Businesses by leveraging connections between information
from different applications and databases. In response to this integration
development, Software AG worked with the EAIIC to form an EII Committee
responsible for supplying information and guidance to customers looking into EII
infrastructures.

Aside from founding the new committee, Software AG took on the position of
Germany Country Chair and Endowment Partner for the Global EAI Summit. The
appointment of German Country Chair requires Software AG to act as the
Consortium’s representative in this region which includes working with other
members and increasing membership. As an Endowment Partner, Software AG
takes on a leadership role for the upcoming Global EAI Summit held in Banff,
Canada from 24-28 May.

“Forming the Enterprise Information Integration Committee puts us in a unique
position to contribute to the Consortium's value by expanding its focus to include
evolving integration issues such as EII,” states Jonathan Airey, Vice-President XML
Business Integration from Software AG. Jonathan continues, “Working with an
organization that has built-up as much global presence and momentum as the
EAIIC, enables us to accelerate our progress in the EAI and EII spaces and do so in
partnership with our customers.

Michael Kuhbock, Founder and Co-Chairman of the Consortium states, “Since its
founding, the Consortium has continued to gain steady recognition among the
integration marketplace worldwide. We are thrilled that Software AG has joined our
team and has already taken such a proactive role in the Consortium’s activities.

We anticipate that Software AG will continue to accept leadership positions
worldwide within the Consortium.”

Other members joining in April include Oracle, Orsus Software, City of Edmonton,
student members from Europe, Asia and North America and individual members.
The total membership now surpasses 160 companies.

About the EAI Industry Consortium
The EAI Industry Consortium, is a non-profit, global advocacy group which
champions Integration Acumen by establishing standards, guidelines, best
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practices, research and the articulation of strategic and measurable benefits. EAI
Industry Consortium’s motto is “Dedicated to the Quest for Measurable Business
Value.”

The strategic mission of the mamber-driven EAI Industry Consortium is simple: We
are unifying and developing a common understanding within the industry,
educating and informing the marketplace, and introducing and promoting
integration technologies.

Among the sectors represented in the EAI Industry Consortium membership are
independent software vendors (ISVs), hardware vendors, system integrators,
academic institutions, end user corporations, non-profit institutions and individual
members, as well as various industry leaders. Information on the EAI Industry
Consortium is available at www.ealindustry,org or by sending e-mail

to information@eaiindustry.org.

Press Contact for Europe: Julie Bower, Rivercalm. Tel: 0044 207 665 1636.
Email: bower@rivercalm.com

Press Contact for North America: Maureen Nolan, Rivercalm. Tel: 001 917 210
8064. Email: nolan@rivercalm.com

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers o run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW),
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Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
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PRESS RELEASE

Standards-based integration helps enterprises bring the
old and the new together and re-use existing IT assets

Software AG Unveils New Business Integration Portfolio

Darmstadt, 17.05.2004

Software AG, an expert in world-class enterprise modernization, today
announced at Gartner s Application Integration & Web Services Summit in
Los Angeles a new integration portfolio. It will enable enterprises to cost
effectively “unlock” data from legacy systems and make it available to
users, the Web and business applications. Software AG's XML Business
Integration Portfolio uses standards-based technology to help enterprises
bring the old and new together while re-using their existing IT assets.
Software AG’s integration portfolio will be introduced to European
customers at the Gartner Application Integration and Web Services
Summit in Amsterdam on June 7 -8, 2004.

View XML Business Integration details here.

Committed to helping thousancls of organizations that continually rely upon
mainframe and other legacy systems to perform mission-critical transactions on a
daily basis, Software AG has developed a comprehensive integration portfolio that
includes three packages: (1) an Enterprise Legacy Integrator to turn vital
transactions into “events” and expose them as Web services; (2) an Enterprise
Service Integrator to connect and manage these events within a service-oriented
architecture; and (3) an Enterprise Information Integrator that leverages
metadata to provide a single view of information in disparate systems.

"By making XML the common interface standard to go into and out of different back
office systems, Software AG’s integration portfolio is designed to enhance business
performance in a diverse computing environment,” said Jonathan Airey, vice
president of XML Business Integration for Software AG. “Our approach contrasts
with a proprietary or single-vendor solution that demands the re-creation of
processes and logic that work dependably and took years to develop.”

Integrating the Old with the New

Software AG’s XML Business Integration Portfolio is based on Web services and
Java™ and can run on aimost any platform, including Windows®, Unix®, HP and
Linux. The portfolio works with any .Net™, J2EE™ compliant development tools,
such as those from Sun®, BEA™ and Microsoft®.

These packages are shipping now:

®m Enterprise Legacy Integrator - exposes existing data and logic locked in
mainframe and other legacy systems as XML and Web services for
integration into a service oriented architecture (SOA), thereby extending
and optimizing existing investments and reducing the complexity and cost of
integration projects. More than 140 adapters are optionally available for
popular enterprise applications such as SAP™, Oracle®, Siebel® and
others.

m Enterprise Service Integrator - is an enterprise service bus (ESB) that uses
XML messaging to connect IT assets exposed as Web services, creating
composite applications (information and processes from many applications)
to enable rapid and flexible data access. Hundreds of business services can
be managed simultaneously using Service Integrator.
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m Enterprise Information Integrator - establishes a gateway to deliver a single
view of information residing in multiple systems, allowing business users to
access data sources using business terms regardiess of the system or
format of the underlying data. Information Integrator also enables
technology leaders to gain fresh insight into the totality of data residing
throughout the enterprise.

Open Standards Support

Software AG supports widely accepted standards such as XML, SOAP and WSDL as
the basis for integration. The company has a history of open standards leadership
and innovation through organizations such as OASIS, W3C and the EAI Industry
Consortium (EAIIC), as well as a track record of success within multi-platform
customer environments. The XML Business Integration Portfolio is an addition to
Software AG’s award-winning products: Tamino XM Server, EntireX XML Mediator
and EntireX Communicator.

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact:
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Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1511
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PRESS RELEASE

Q1 Press Conference & Analyst Conference Web Casts
Darmstadt, 27.04.2004

View the Q1 Press Conference & Analyst Conference Web Casts

April 27, 2004
Press Conference, Frankfurt, Germany

® View the Re-Broadcast here (German only)

Download the Real Player
Downioad the WiMP Player
Download missing Codecs at Windows Media

When accessing the Live Strearn with older Windows Media Player versions, you
might need to reload missing codecs, so the transmission can run smoothly.

2 p.m. (CEST)
Analyst Conference, Frankfurt, Germany

m View the Re-Broadcast here (English only)

m Listen to the Analyst Conference:
Replay dial-in number: 069 / 50 95 79 999
Access Code: 25 96 57
available until May 14, 2004

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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Latest News
Press Room
Press Peieases Software AG posts a significant increase in profit and
Photos & Artwork license revenue
Press Contacts ,
Company Info Darmstadt, 27.04.2004 s
Events
Software AG (TecDAX: SOW) announced its financial results* for the first
quarter ending March 31st, 2004. Software AG announced operating
results (EBIT) of €15.1 million, an increase of 89%, compared to Q1 2003.
Profit before tax of €15.8 million was posted compared to a loss of €23.1
million in Q1 2003 which included restructuring charges. Net income after
tax was €9.8 million compared to a loss of €14.8 million in Q1, 2003.
License revenues rose by 6% to €23.3 million. Total revenues in the first
quarter of 2004 were €95.7 million, compared to €103.1 million in Q1,
2003. This represents a reduction of 7%, largely caused by the strong Euro
and a decline in revenues from project services.

View detailed Q1 resuits here.

Content Finder i At today’s press conference in Frankfurt, Karl-Heinz Streibich, Software AG’s CEO,
Print Page i summarized first-quarter developments: “These results are an excellent start to
Recommend Page reaching our 2004 objectives.” Both enterprise transaction license revenue and

! operating results (EBIT) came in above market expectations. This renewed vote of
confidence by customers in Software AG’s Enterprise Transaction System products
and the improved company cost structure are a direct result of the rightsizing
activities of 2003.

Revenue

Software AG’s first-quarter product revenues remained strong. Reported revenues
were €67.4 million (compared to €69.2 million in Q1, 2003). This represented a 3%
rise at constant currency rates. License revenue showed an increase of 6% to
€23.3 million (€21.9 million in 2003). Maintenance remained stable net of currency
affects contributing €44.1 million (€47.3 million in 2003).

The license revenue changes shown by the two business lines differed. License
revenue for Enterprise Transaction Systems grew by 31% to €17.8 million (€13.6
million in 2003). This represents further major customer investment in the
company’s classic product lines Adabas and Natural, demonstrating the stability of
the customer base and the success of the ‘Customer First’ program initiated in
2003.

While customers are making significant investments in existing systems there is
still some reluctance to invest in new technology. License revenue for the XML
Integration business line was €3.8 million in Q1 (€6.1 million in 2003). With the
launch of XML Integration packages in Q2, an improvement in license revenue is
expected during the course of the year.

Integration sales should also drive project services revenue posted at €28 million in
the first quarter of 2004 (€33.6 million in 2003). Excess market capacity has put
severe pressure on prices, resulting in an adjustment to Software AG’s services
capacity during 2003.

Regional revenues affected by exchange rates

License revenues increased in three of Software AG’s business regions, Northern
Europe/Asia posted a 33% increase, Central and Eastern Europe a 21% increase
and Southern and Western Europe an 19% increase.

The effects of foreign exchange rates were most pronounced in the Americas region
with revenues of €27.4 million in Q1 (€£€33.4 million in 2003).

Income
The restructuring program implemented in fiscal 2003 has led to lower expenditure.
Cost of sales was reduced by €6.1 million and operating expenses were €10.6
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million lower than in Q1 2003. As a result, Software AG posted operating EBIT up
by 89% to €15.1 million (compared with an operating EBIT of €8.0 million in Q1
2003).

The results will be further positively affected in the second half of 2004. The
consolidation of R&D will then further reduce operating expenses by €10
million. Software AG has no bank debts and reported financial income of €0.7
million. Profit before tax was €15.8 (compared to a loss of €23.1 million in Q1,
2003 which included a restructuring charge €31.8 million). There were no
extraordinary income or expenses in Q1, 2004, Net income was €9.8, (against -
€14.8 in Q1, 2003), which represents earnings per share of €0.36.

Balance sheet

Liquid assets increased to €83.1 million (€74.2 million in 2003). Furthermore,
liguid assets will be bolstered in Q2 by the sale of SAP SI shares for €26 million
which will also result in an extraordinary profit of €24 million. Fixed assets of
€256.6 million were posted (€250.9 million in 2003) including goodwill of €176.5
million. Total assets increased to €523.5 million (€509.1 million in 2003), and the
shareholder’s equity to €286.8 million (€269.2 million in 2003). The equity-to-total-
assets ratio rose from 52.8% to 54.8%, the highest since the initial public offering.
The free cash flow was €9.4 million (€9.7 million in 2003) despite a €6.4 million
increase in cash-out for restructuring. The effective headcount dropped between
the 31st of March 2003 and the 31st of March 2004 by 373 or 13%.

Business Outlook

The focus for 2004 is on stabilizing revenue and improving the company cost
structure. Based on Q1 operating results and license revenues the Executive Board
believes that the company is well on track to achieving both goals.

The concentration on two business lines will continue to result in core business
license revenue balancing out the revenue consolidation from non-strategic fields.
Allied with the further reduction in operating expenses, the company therefore
anticipates a significant increase in operating income by approximately 25%.

Operating margins should also improve. A lower cost base, sustainable strong cash
flow, and the sale of SAP SI shares will further strengthen the corporate financial
structure. Earnings per share are expected to be in the region of €2.50-€2.60.

*IFRS & HGB

These financial results are being presented under IFRS. Previously, Software AG
has presented financial information under the German accounting regulations HGB.
All 2003 figures have been restated to comply with IFRS and may differ from
previously stated or published financial accounts.

Full details of all changes will be published in the notes to the quarterly financial
statements.

View detailed Q1 results here.

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
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PRESS RELEASE

Software AG expects earnings per share of Euro 0.36 in Q1
2004

Ad-hoc disclosure

Darmstadt, 21.04.2004

Software AG, Darmstadt (SOW), posted license sales of Euro 23.3 million
in the first quarter of the current fiscal year (Euro 21.9m in Q1 2003). The
increase is attributable to strong growth in licensing of enterprise
transaction products, which rose to Euro 17.8 million (Euro 13.6m in Q1
2003). Sales of integration products were lower than in the same period of
2003. Maintenance services generated first-quarter revenues of Euro 44.1
million (Euro 47.3m in Q1 2003), matching the figure for 2003 when
adjusted for currency translation effects. Revenues from project services
fell in comparison to the correspaonding period of 2003, reaching Euro 28.0
million (Euro 33.6m in Q1 2003). When all other revenues are included,
the Company posted total revenues of Euro 95.7 million in the first quarter
of the current fiscal year (Euro 103.1m in Q1 2003).

For the first time, Software AG is reporting its results in accordance with IFRS
accounting principies. For this reason, key performance indicators for the previous
year have been adjusted to allow direct comparison, and sometimes differ from the
figures first published in accordance with the German Commercial Code (HGB).

Software AG expects operating =2arnings before interest and tax (EBIT) of
approximately Euro 15 million for the first quarter. When adjusted to IFRS, the
equivalent figure for the same period of the previous fiscal was Euro 8 million. Net
earnings per share of Euro 0.36 are projected for the first quarter of 2004, in
comparison to a net loss, attributable to significant restructuring costs, of Euro -
0.36 (according to HGB) for the same period of 2003.

Full and finalized figures will be published on April 27, 2004,

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact: or:

Software AG Software AG

Otmar Winzig Susanne Eyrich

VP Investor Relations VP Corporate Communications
Uhlandstrasse 12 Uhlandstr.12

64297 Darmstadt 64297 Darmstadt

Germany Germany
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PRESS RELEASE

Software AG sells SAP SI shares

Ad-hoc disclosure

Darmstadt/Walldorf, 14.04.2004

Software AG, Darmstadt (SOW) is to sell its total holding of 1,272,100
shares of SAP System Integration AG, Dresden (SAP SI) to SAP AG,
Walldorf. The agreement was signed today. SAP will pay Euro 20.40 per
share, a total of Euro 25,95(,840. The price per share equals the public
offering, which was announced by SAP on 23 March 2004.

The transaction should be completed within the next few days. Software AG will
increase liquid funds by Euro 26 million and show an additional profit after tax of
Euro 24 million (Euro cent 88 per share) in the second quarter of 2004.

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology

leadership and professional services expertise, Software AG develops products that

fully support the XML (eXtensibie Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact: or:

Software AG Software AG

Otmar Winzig Susanne Eyrich

VP Investor Relations VP Corporate Communications
Uhlandstrasse 12 Uhlandstr.12

64297 Darmstadt 64297 Darmstadt

Germany Germany

Tel: +49 (0) 6151-92-1669 Tel: +49 6151 92-1201

Fax: +49 (0) 6151-92-1383 Fax: +49 6151 92-1933
press@softwareag.com press@softwareag.com
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PRESS RELEASE

Software AG Extends its High-Speed Database to SQL
Applications
///

New Adabas SQL Gateway allows standard SQL applications, such as
Microsoft® Office, to quickly and easily access data stored in Adabas

Darmstadt, 09.03.2004

Software AG, an expert in world-class enterprise modernization and
information integration, today announced the availability of its new
Adabas SQL Gateway. The gateway extends the reach of the company’s
high-speed database, called Adabas, to the business user’s desktop by
enabling standard SQL applications such as Microsoft Office to quickly and
easily access Adabas data.

Through the Adabas SQL Gateway, Software AG’s Adabas customers will be abie to
boost productivity by accessing data directly from Adabas through popular PC-
based SQL reporting tools such as Business Objects, Crystal Reports or Excel
spreadsheets. Previously, data needed to be sent from Adabas to another
application, such as a data warshouse, before it could be accessed by SQL desktop
applications. The new gateway is designed to reduce information requests from
business users to their organization’s IT department by enabling authorized users
to query Adabas data on their own.

“One of Software AG’s most important initiatives is to help our customers unlock
the data stored in their Adabas systems and make that information more accessible
and useful to the business organizations they serve,” said Joe Gentry, vice
president of Enterprise Transaction Systems for Software AG. “"Our Adabas SQL
Gateway empowers the business decision maker by creating the potential for rapid
and direct access to vital information residing in Adabas.”

Software AG has partnered with Redmond, Washington-based CONNX Solutions to
provide technology for the Adabas SQL Gateway. CONNX is a leading provider of
data access and integration software solutions that allow users to directly access
vital enterprise data from DB2, Oracle, SQL Server, Sybase, Informix, VSAM, and
many other disparate data sources.

Software AG’s Adabas SQL Gateway is scheduled to ship in 2Q 2004. The initial
release of the product will support Adabas on IBM 0S/390 and z/0S platforms, as
well as Adabas for Windows.

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers {0 run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW),

About CONNX Solutions
CONNX provides businesses secure read/write real-time access to all enterprise
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data from any platform as if all the data existed in one relational database. This
technology has been referred to as a "federated database”, or a "virtual database".
All data is then accessible using standard ANSI SQL and any standards-based
application. CONNX acts as a reusable data access framework for projects
throughout the enterprise. CONNX supports Microsoft SQL Server (on all
platforms); Sybase (on all platforms); Informix (on all platforms); C-ISAM (on
Linux, AIX, Sun, Solaris, SCQ, and Windows operating systems); IBM VSAM (on
z/0S, 05/390, MVS, and VSE platforms); IBM DB2 (on all platforms); Oracle (on all
platforms); RMS, Rdb and Codasyl DBMS (on OpenVMS and VMS platforms);
PostGreSQL (on all platforms); Dataflex; POWERflex; and any OLE DB, ODBC,
JDBC, or .NET data source. CONNX can be found in many countries and on the
World Wide Web at http://www.connx.com.
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VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany
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In the News Software AG introduces Tamino XML Security Extensions

Photos & Artwork for digital signatures for its Tamino XML Server 4.1
Press Contacts

Company Info . N
Events Security in e-commerce, e-government and e-contracting

Darmstadt, Germany, 04.03.2004

Introducing Tamino XML Security Extensions, the latest addition to
Software AG's product portfolio. This Tamino component for digital
signatures for Tamino XML Server 4.1 makes electronic communication in
e-commerce, e-government and e-contracting secure and more user-
friendly..

Users confirm the content of documents, such as electronic orders, by appending
their digital signature — essential for transactions conducted over the Internet to be
considered legally binding. Tamino XML Security Extensions automatically checks
whether an electronic document: has been given a digital signature.

Content Finder

Print Page Electronic documents - unlike printed ones - are relatively easy to manipulate.
Recommend Page Although there is as yet no definitive solution to this problem, we now have the
technology to discover whether, and if so, when, an electronic document has been
modified without permission. This is “digital signature” technology, and it allows
authors to sign their documents and check them later for changes.
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Tamino XML Server is Software AG’s solution for signature validation and archiving.
It stores XML documents natively in XML and verifies signatures during the
database storage transaction for the signed document. By checking the validity of
XML signatures, Tamino XML Server allows users to verify a document’s
authenticity.

Tamino XML Security Extensions can be used in a whole range of applications: In e-
commerce {virtual department stores or auction houses), e-government
(completion of administrative processes over the Internet), and especially e-
contracting. Tamino XML Security Extensions enables organizations to conduct
legally binding business processes seamlessly over the Internet - this is particularly
relevant for companies that conclude contracts electronically.

“Tamino XML Security Extensions make electronic communication between business
partners much more convenient,” says Dr. Peter Mossack, Deputy Member of the
Executive Board responsible for Research and Development at Software AG. “E-
commerce, e-government and e-contracting transactions can now be carried out
securely thanks to Tamino XML Security Extensions, which not only verifies a
document’s authenticity, but also meets non-repudiation requirements."

A Developer Community download for Tamino XML Security Extensions is available
at http://developer.softwareag.com/tamino/download.htm on March 12th

Software AG is based in Darmstadt, Germany. Founded in 1969, Software AG
continues to be Europe's largest and a leading global provider of system software
and services enabling enterprise data integration and management. Software AG's
products control the central IT processes of thousands of renowned companies
worldwide including Lufthansa, Siemens, Citibank, Merck, DaimlerChrysler, Sony,
BP and Telefonica. Software AG develops products and solutions that support the
XML (Extensible Markup Language) standard. XML simplifies the exchange of
documents and data as well as the integration of cutting-edge Web applications into
traditional IT architectures. Software AG works with such sales and technology
partners as Tridion, Stellent and IXOS. In 2002, the corporation achieved 475
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million euros in total revenue. Software AG has offices in over 70 countries and
currently employs a staff of about 3,000.

Contact: or:
Software AG Hiller, Wist & Partner GmbH
Christian Hastedt-Markwardt Kai-Uwe Wahl
Uhlandstrasse 12 WeiBenburger StraBe 30
64297 Darmstadt 63739 Aschaffenburg
Germany Germany
Tel: +49 (0) 6151-92-1939 ) Tel: 06021-38666-25
Fax: +49 (0) 6151-92-1933 Fax: 06021-38666-13
press@softwareag.com k.wahl@hwp.de
http://www.softwareag.com http://www. hwp.de
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PRESS RELEASE

Software AG’'s Adabas Takes Advantage of IBM’s New 64~
Bit Shared Virtual Storage Technology for Mainframe

Customers with mission-critical database applications will benefit from
increased caching and throughput on IBM's eServer zSeries Mainframe

servers /

_—
Darmstadt, 20.02.2004

Software AG, an expert in world-class enterprise modernization and
information integration, tocay announced that its high-speed database,
Adabas, is able to take advantage of IBM's new 64-bit Shared Virtual
Storage technology for the eServer zSeries mainframe. Specialists from
Software AG and IBM have successfully tested Adabas in the new
environment. Customers with mission-critical database applications will
benefit from Adabas’ increased caching and throughput capability running
on IBM'’s eServer zSeries servers under the just-announced version of the
company’s z/0S 1.5.

Software AG has enhanced Adabas to use the 64-bit Shared Virtual Storage area
with Adabas Parallel Services (Version 7.5). Adabas Parallel Services runs in SMP
(symmetric multi-processing) environments under a single, multi-engine CPU.
Paralle! Services enables multiple SMP engines to process commands against an
Adabas database, providing greater throughput. The multiple SMP engines will now
be able to cache data in the 64-bit Shared Virtual Storage, providing improved
capacity for caching frequently used or recently updated data - thus processing
Adabas information even more quickly.

Software AG’s enterprise transaction database management system will be the first
database for business-critical applications to exploit the availability of 64-bit Shared
Virtual Storage under the latest version of IBM's z/0OS 1.5 operating system for the
IBM’s eServer z990/z2900mainframe.

"Deploying Adabas on our systems has made it possible to test our 64-bit Shared
Virtual Storage concept in a real-world environment and demonstrate its
robustness," said Marianne Maostachetti, director, IBM zSeries Software, "This
successful deployment of Adabas on z/0OS Version 1.5 further demonstrates the
quality of our design, and opens the door to new possibilities for Adabas and z/0S
customers."

"The exploitation of 64-bit Shared Virtual Storage in Adabas is yet another example
of our continuing commitment to work closely with IBM. Enabling IBM's latest z/0OS
technology within our products, as well as aligning them with IBM software
releases, greatly benefits our joint customers,"” said Dr. Peter Mossack, Chief
Technology Officer for Software AG.

Adabas supports the newest hardware generation from IBM - the z/990 mainframe
servers. With the z/990 servers, customers can better integrate company data and
transactions and make them available for business processes in the extremely fast-
paced world of electronic business, using industry-leading security, reliability and
availability. Commercial availability of Software AG’s Adabas Parallel Services
Version 7.5 for mainframe is expected in the latter part of 1Q, 2004.

IBM’s z/0OS 1.5 operating system will give companies the opportunity to benefit
from the advantages of the new 64-bit Shared Virtual Storage in a mainframe
environment. This allows multiple address spaces to access and share large global
buffers. Users now have access to common pools of terabytes of Shared Virtual
Storage, where data can be shared among different address spaces. Intelligent use
of this increased Shared Virtual Storage can facilitate memory-intensive
applications to cache and share a substantially greater amount of data in their
memory.
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Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com
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Press Contacts Software AG returns a profit in the 4th quarter 2003, Forecasts and market
Company Info expectations exceeded.
Events

Darmstadt, 13.02.2004

® 4th quarter license revenue increased 13% to €35.5 million
® Annual revenue was €422.2 million

®m 2003 operating income increased by 31% to €41.5 million
® One-off restructuring charge of €40.8 million

® Full year results showed a profit before tax of €0.7 million

4th quarter revenue increased significantly
. Business in the 4th quarter showed a significant improvement in comparison to the
70 Content Finder i corresponding quarter in 2002, Total revenue was stable at €117.9 million (-2%,
. 7Y print Page © +4% at constant currency rates). Product revenue grew significantly to €83.1

. million (+2%, +10% at constant currency rates). The increase was largely due to
the products Adabas and Natural. Particularly welcome was the increase in license
revenue of 13% (20% at constant currency rates) to €35.5 million. Product
maintenance revenue grew by 3% to €47.6 million (€50.2 million in 2002). Service
revenue at €34.3 million (€38.2 million in 2002) dropped by 10%. The rate of
decrease in service revenue slowed in the 4th quarter compared to 2003 overall.

1 Recommend Page

Revenue in 2003 Stabilized
The strong 4th quarter revenue insured that targets for 2003 were exceeded. Total
revenue reached €422.2 million. The expectation was €410 to €415 million.

License revenue was also significantly above expectations at £104.3 million. At
constant currency rates, license revenue remained stable at 2002's figure of €113
million. Maintenance revenue reached €191.2 million (€200.9 million in 2002) an
increase of 5% at constant currency rates. Service revenue on the other hand
decreased by 22% from €159.6 million to €124.3 million. Due to the pressure on
service margins, Software AG focused on larger, more challenging projects,
including application management services, launched in Germany.

Operating income increased significantly by 31%

The operating income increased significantly during 2003 reaching 10% of revenue
(7% in 2002). The operating income before tax increased by 31% to €41.5 million
(€31.6 million in 2002). The results for both the 4th quarter and the full year were
affected by restructuring costs. A profit before tax of €1.9 million was posted in the
4th quarter despite a restructuring charge of €17 million. The loss before tax of the
first 9 months was reversed in the 4th quarter. The company therefore posted a
profit before tax of €0.7 million for the full year. Included are restructuring costs of
€40.8 million.

Tax liabilities in 2003 lowered the net income to -€3.4 million. The comparative
income in 2002, €33.5 million, included the untaxed profits from the partial
disposal of financial assets.

Balance sheet shows solid financial structure

Liquid assets remained stable at €74.2 million (€75.4 million in 2002) despite the
restructuring charges. Furthermore, the company has financial interests of €20
million available and no bank debts.

Fixed assets of €199.9 million were posted (€221.1 million in 2002). The reduction
in comparison to 2002 is due to the scheduled amortization of goodwill. This can
most likely be dropped in 2004 when the company changes from HGB to the IFRS
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international financial regulations.

Total assets increased to €445.4 million (€440.8 million in 2002), and the
shareholder’s equity to €228.4 million (€214.5 million in 2002). The equity-to-total-
assets ratio rose from 48.7% to 51.3%.

The operating cash flow dropped to €15.5 million (€40.7 million in 2002). Allowing
for the reversal of factoring and the cash-out of restructuring charges, Software AG
returned an organic cash flow of €54.5 million (€67.9 million in 2002)

Strategic focus on two business lines: ETS and XML Business Integration
In December 2003, the newly appointed CEO Karl-Heinz Streibich, (appointed in
October 2003), announced the new corporate strategy and company focus on two
business lines: ETS and XML Business Integration. As part of its new focus on ETS,
Software AG optimizes enterprises' legacy IT systems through tools that enhance
performance; it also expands said systems by adding new functionalities, such as
intetligent backup, and it manacges users’ existing applications through the
implementation of Web technologies or the more efficient use of platforms.

In the second focus area XML Business Integration, Software AG is combining and
enhancing its EntireX and Tamino products, which support the XML data format, to
create a comprehensive integration platform. Professional Services will employ the
new integration platform to develop customer-specific, easy-to-manage and highly
productive solutions. These solutions accelerate business processes and provide
considerable added value in comparison to the earlier isolated systems.

Research and development tasks are now concentrated on further strengthening
the company’s core competencies and strategic expertise. Software AG India, an
affiliate of Software AG, is taking over non-strategic development activities such as
integration tests for open systerns platforms.

The focus on ETS and XML business lines was combined with the company’s
restructuring. All activities are now oriented towards these business lines. Two
companywide, interdisciplinary teams have been formed for this purpose.

The total number of employees {full-time equivalents) fell by 12% from 2,920 to
2,577. The largest reduction in staff took place in Germany, both at Corporate HQ
with a 16% reduction and in the German subsidiary with a 24% reduction.

In order to respond optimally to the needs of the market and customers, regional
managers have been appointed to Software AG's Executive Board. Marketing and
sales activities have also been internationalized. A close-knit international network
ensures that information is exchanged rapidly and smoothly between countries,
regions and headquarters.

“Customers have consistently made it clear to us that they need to modernize their
enterprise IT systems rather than invest in complex and often inadequate new
applications,” commented Streibich. “Investment protection and integration rank
highly among the concerns of today’s IT decision-makers and Software AG has
demonstrated over and over again how it can successfully address these issues.”

Outlook for 2004

With its new, strategic focus on core competencies, as well as the improved overall
economic climate and expected growth in IT markets, Software AG has a positive
outlook for 2004.

The Executive Board views that concentrating on two business lines, will lay the
basis for sustainable growth in the following years. The company therefore expects
2004 to be a year of revenue stabilization. Growth in core business license revenue
will balance out the revenue consolidation from non-strategic fields. The company
thus anticipates a significant increase in operating income of approximately 20%.

Operating margins should also improve. A lower cost base and sustainable, strong
cash flow will further strengthen the corporate financial structure. Earnings per
share are expected to be in the region of €1.50 to €1.65 (pre-goodwill).

Software AG is one of Europe's largest system software providers and a global
provider of high-performance databases, system software and services. This
technology enables customers to run mission-critical, cross-platform applications,
simplify the exchange of data between disparate systems and integrate cutting-
edge Web applications into traditional IT architectures. Respected for technology
leadership and professional services expertise, Software AG develops products that
fully support the XML (eXtensible Markup Language) standard. Founded in 1969
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and headquartered in Darmstadt, Germany, Software AG is represented in 59
countries with more than 2,500 employees. Software AG achieved 422 million
euros in total revenue in 2003 and is listed on the Frankfurt Stock Exchange
(TecDAX, ISIN DE 0003304002 / SOW).

Contact:

Software AG

Susanne Eyrich

VP Corporate Communications
Uhlandstr.12

64297 Darmstadt

Germany

Tel: +49 6151 92-1201
Fax: +49 6151 92-1933
press@softwareag.com
http://www.softwareag.com

Home | Contact | Sitemap | Legal Aspects | Privacy Policy | Impressum

Copy

-~




